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Federal 
Coal Management 
Report 


Fiscal Year 1988 


Annual report of the Secretary of the Interior 
under Section 8 of the Federal Coal Leasing 
Amendments Act of 1976 
(P.L. 94-377) 


THE SECRETARY OF THE INTERIOR 
WASHINGTON 


May 2, 1989 


Honorable J. Danforth Quayle 
President of the Senate 
Washington, D.C. 20510 


Dear Mr. President: 


In compliance with Section 8 of the Federal Coal Leasing Amendments Act of 
1976 (FCLAA), Public Law 94-377, which amended Section 8B of the Mineral 
Leasing Act (MLA) (30 U.S.C. 208-2), I am pleased to transmit to you the 


Federal Coal Management Report, Fiscal Year 1988. 


This report summarizes the major coal management and related activities 
carried out under the Federal Coal Management Program during Fiscal Year 

(FY) 1988. A record 187 million tons of Federal coal were mined in FY 1988, 
nearly 20 percent of the total U.S. production. The Federal coal produced had 
an estimated value of $2.6 billion, and generated $169.4 million in royalties. 
One-half of those royalty receipts were returned to the States in which the 
production occurred. Production increased by 11.0 percent and royalties by 
19.0 percent over FY 1987. 


The Federal production for FY 1977, the first year reported to Congress under 
FCLAA, totalled only 50 million tons, and was valued at $433 million. 
Royalties for FY 1977 amounted to $9.9 million. The significant increase in 
royalty since FY 1977 is due in part to the increases in production, but is 
primarily a result of the increased number of leases paying a percentage of 
production value as royalty, as is mandated by the MLA as amended by FCLAA. 
These royalty rates are considerably higher than the cents-per-ton royalty 
rates previously in effect. 


Statistically, the report features details of Federal coal production, 
royalties, total lease acreages and recoverable reserves, and presentations 
of important leasing and lease operations actions that transpired during 

FY 1988. 


I trust you will find the report informative. 


Sincerely, 
K pepe 
Enclosure 7 iy | 


SC. Senate Committee on Energy and Natural Resources 


Celebrating the United States Constitution 


PREFACE 


The annual Federal Coal Management Report, mandated by the Federal Coal Leasing 
Amendments Act of 1976 (FCLAA), and the twelfth to be transmitted to Congress, 
focuses on the implementation of the Federal Coal Management Program during 
Fiscal Year (FY) 1988. 


This report is divided into five major parts: (1) Introduction summarizing the 
status of Federal coal lands and current leases and applications; 

(2) Changes in the Federal Coal Management Program briefly describing the changes 
to the Federal Coal Management Program that were implemented in 

FY 1988; (3) Management, Supervision, and Enforcement in FY 1988 presenting the 
FY 1988 responsibilities and activities of the Bureau of Land Management (BIM), 
Minerals Management Service (MMS), Geological Survey (GS), Office of Surface 
Mining Reclamation and Enforcement (OSMRE), Fish and Wildlife Service (FWS), 
Department of Agriculture/Forest Service (FS), and Department of Justice (DOJ); 
(4) Litigation briefly discussing litigation concerning Federal coal activities; 
and (5) Major Issues for 1989, as mandated, providing a brief description of 
current issues concerning the Federal Coal Management Program. There is also an 
appendix containing comprehensive statistics. 
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I. INTRODUCTION 


On August 4, 1976, Congress dramatically amended the coal provisions of the 
Mineral Leasing Act (MLA) with the enactment of the Federal Coal Leasing 
Amendments Act of 1976 (FCLAA). Section 8B of MLA (30 U.S.C. 208-2), added by 
Section 8 of FCLAA, requires an annual report on leasing of and production 
from coal lands; a summary of management, supervision and enforcement 
activities; and recommendations to the Congress for improvements in 
management, environmental safeguards and amount of leasing and production from 
mining operations on Federal coal lands. The report must also contain a 
section by the Attorney General on competition in the coal and energy 
industries including an analysis of whether the antitrust provisions of MLA 
and the antitrust laws are effective in preserving or promoting competition in 
the coal or energy industry. The annual Federal Coal Management Report 
complies with these provisions of MLA. 


In response to the amended provisions of MLA, the Secretary of the Interior 
established a new Federal Coal Management Program in 1979, comprised of two 
primary components: (1) leasing and (2) management of pre-lease and post- 
lease operations. Although the primary responsibility for the program is in 
the Department of the Interior (DOI), specifically in BIM, MMS, OSMRE, GS, and 
FWS, two additional agencies have important roles: FS and DOJ. Chief 
components of leasing include land-use planning, competitive regional lease 
sales, leasing by application, disposition of pending preference right lease 
applications, and lease issuance and exchanges. 


Supervision of pre-lease and post-lease operations ensures orderly and 
efficient exploration, development, mining, preparation, and handling of coal 
to prevent waste or loss of coal or other resources; ensures maximum economic 
recovery of coal; and ensures that operations meet requirements for diligent 
development and continued operation and other provisions of MLA, regulations 
and lease temms, and are in compliance with approved exploration plans, mining 
plans, and reclamation plans. 


The Federal Government owns about one-third of the Nation’s coal resources. 
Coal resources owned and administered by the Federal Government are located on 
approximately 75.6 million acres of land principally in the western United 
States. Western Federal lands contain as much as 60 percent of the total 
western coal reserve base. An additional 20 percent of the coal in the West 
is under the influence of the Federal Government by virtue of the trust 
responsibility for Indian lands, where State and private coal reserves are 
combined with Federal leases to form logical mining units (LMUs), and where 
operations involve both Federal and non-Federal coal. 


In FY 1988, 187.0 million tons of Federal coal were mined (see Figure 1 for 
regional distribution), a significant increase of 11.3 percent from the 

168.0 million tons of Federal coal mined in FY 1987. This FY 1988 production 
accounted for approximately 19.5 percent of the total U.S. production, up 
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0.6 percent from the 18.9 percent of the total U.S. production in FY 1987. 
Total U.S. production in FY 1988 was approximately 960 million tons, as 
compared to 889 million tons in FY 1987. In FY 1988, total reported royalties 
on Federal coal leases were 169.4 million dollars (see Figure 2 for regional 
distribution), a 19.0 percent increase from the total reported royalties of 
142.3 million dollars in FY 1987. This increase in reported royalties is due 
primarily to the increase in production. The remainder of the increase is a 
result of the increasing number of producing leases paying a percentage of 
production value, as is now mandated by MILA, which is considerably higher than 
the previous cents-per-ton royalty rates. 


As of September 30, 1988, there were 536 Federal coal leases covering 780,495 
acres and containing approximately 15.41 billion tons of recoverable coal 
reserves. Seventeen Federal coal leases were accepted for relinquishment 
during FY 1988 covering 26,569 acres and containing approximately 247.3 
million tons of recoverable reserves. At the end of FY 1988, 30 Federal coal 
leases were pending relinquishment. 


During FY 1988, 1 new Federal coal lease was issued comprising 120 acres. 

This lease was processed in response to an application for a competitive lease 
Sale. This sale was held early in FY 1988 (see Table 1). Three preference 
right lease applications (PRLAs) were withdrawn by the applicants during 

FY 1988 and 15 were rejected. As of September 30, 1988, 91 PRLAs remained to 
be processed. 


From FY 1983 through FY 1988, 47 Federal coal leases were issued and 30 
leases were sold. Several reasons why more leases were issued than sold are: 
many of the leases sold in FY 1981 and FY 1982 were not issued until the 
following fiscal years after the sale; 3 preference right leases were issued 
in FY 1983; and there were several lease exchanges and partial lease 
assignments that resulted in new leases. 


Figure 3 graphically depicts the production and royalties reported on a State- 
by-State basis for Federal coal leases in FY 1988. Figure 4 illustrates the 
rise in production and royalties reported on Federal coal leases from FY 1977 
through FY 1988. Figures 5 and 6 graphically depict the acreage and reserves 
of the Federal coal production regions. The appendix provides a detailed 
description of the total U.S. and Federal coal lands and the Federal coal 
leases and lease applications. 


Figure 1 
Federal Coal Leases - FY 1988 Production 


Tons Produced and Percentage Share 
of Total Production, by Region 


Total: 187.1 Million Tons 


Powder River 146.46 78.3% 


TOUT Fort Union 5.06 2.7% 


Green River-Hams Fork 15.15 8.1% 


Other .62 .3% 


Uinta-SW Utah 16.7 8.9% 


San Juan River 3.08 1.6% 


Note: Other includes those leases not in a designated coal region 


Source: Minerals Management Service, Royalty Management Program 


Figure 2 
Federal Coal Leases-FY 1988 Royalties Reported Per Region 


and Percentage of Total Royalties Per Region 
In Millions of Dollars 


Total Royalties: $169.43 Million 


Green River-Hams Fork 23.18 13.7% 


Powder River 104.01 61.4% 
; Fort Union 5.08 3% 


Other .4 .2% 


Uinta-SW Utah 26.64 15.7% 


San Juan River 10.13 6% 


Note: Other includes those leases not in a designated coal region 


Source: Minerals Management Service, Royalty Management Program 


Figure 3 
Federal Coal Leases-FY 1988 Production and Royalties 


Reported and Percentage Share by State 


Total: 187.1 Million Tons 


Other .62 .3% Montano 20.55 11% 


North Dokota 4.85 2.6% 

ah 15.36 8.2% 
New Mexico 3.09 1.7% 
BE Seite 


Wyoming 155.41 71.5% 


FY 1988 Production (In Million Tons) 


Note: Other includes Kentucky, Oklahoma, and Washington 


Source: Minerals Management Service, Royalty Management Program 


Total: $169.43 Million 


North Dakota 4.71 2.8% Utah 25.52 14.9% 


New Mexico 10.13 6% 


a Colorado 13.67 8.1% 


Montana 36.64 21.6% 
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Wyoming 78.56 46.4% 


FY 1988 Royalties (in Million Dollare) 


Figure 4 
Production and Royalties Reported from Federal Coal Leases 
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Figure 5 
Federal Coal Leases - Acreage Per Region and Percentage 
of Total Federal Acreage in Each Region - FY 1988 
Total Acreage: 781,316 Acres 


Powder River 171658.6 22% 


Green River-Hams Fork 130419.8 16.7% 


Fort Union 12446.41 1.6% 


Other 71017.79 9.1% 


Uinta-SW Utah 340329.5 43.6% 


Note: Other includes those leases not in a designated coal region 


Source: Solid Leasable Minerals System, September 30, 1988 
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Figure 6 
| Federal Coal Leases - Recoverable Reserves By Region 


and Percentage of Tota! Reserves In Each Region - FY 1988 
Total: 15.51 Billion Tons 


Powder River 8586.59 55.3% 


So. Appalachian 33.25 .2% 


ewer nn) Ft. Union 197.28 1.3% 


Green River-Hams Fork 1870.64 12.1% 


San Juan River 427.4 2.8% 
Other 207.9 1.3% 


Uinta-SW Utah 4192.18 272% 


Recoverable Reserves-Million Tons 


Note: Other includes those leases not in a designated coal! region 


| 
| 
| 


ee 


Source: Solid Leasable Minerals System, September 30, 1988 " 
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TABLE 1 


RESULTS OF LEASE-BY-APPLICATION SALES HELD DURING FY 1988 


Estimated 
Date of High Serial Recoverable Royalty Bonus 
State Sale Bidder No. Acreage Reserves Rate Bid 


(In Million Tons) (%) ($/acre) 


eee ee 2 ee 


Alabama 10/29/87 Chevron USA, ES-36413 120 0.850 8.0 $416.67 


ee ee ee ee a a en a ee ee 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral 
Operations, Solid Leasable Minerals System, September 30, 1988. 


II. CHANGES IN THE FEDERAL COAL MANAGEMENT PROGRAM 


A. Status of Leasing Program Changes. 


During FY 1988 work was nearly completed on implementing the changes made to 
the leasing portion of the Federal Coal Management Program as a result of the 
Secretary's February 1986 decisions on whether and what type of Federal coal 
leasing to have. New rules modifying the coal unsuitability criteria and 
their application became final. National data-adequacy guidelines were 
drafted and were being finalized at the end of FY 1988.- Regional standards 
and guidelines were under development, if not adopted, in all Federal coal 
production regions. 


On December 8, 1987, DOI published final regulations implementing the 
Secretary's decision on coal unsuitability criteria. Under the terms of the 
rulemaking, six resource values or land categories--wetlands, sole-source 
aquifers, riparian areas, lands adjacent to Air Quality Class I PSD areas, 
lands adjacent to National Parks, and reclaimability-—-receive increased 
emphasis during land-use planning, and the unsuitability criteria were 
modified to increase their usefulness and comprehensibility. In addition, BIM 
jointly determines the acceptability of its lands for further consideration 
for Federal coal leasing if mining on those lands impacts lands managed by 
other DOI Bureaus and Federal Agencies. Several environmental groups brought 
suit against the rulemaking in January 1988, but no action was taken on the 
lawsuit during the fiscal year (see Part IV.A.2., below). 


One of the issues discussed in the Secretarial Issue Document of February 
1986 was the development of national and regional data adequacy standards and 
guidelines for Federal coal leasing. The policy of DOI is that no tracts 
will be offered for lease without adequate coal and other resource data of 
sufficient quantity and quality to delineate coal lease tracts, evaluate the 
environmental impacts, and determine tract values. 


During the fiscal year, regional data-adequacy guidelines were adopted for the 
Uinta-Southwestern Utah Federal coal production region. Standards for the 
Powder River Region, developed during FY 1987, were adopted during FY 1988. 
Regional standards and guidelines for the other Federal coal production 
regions were in various stages of development. 


National data-adequacy standards and guidelines and national standards for 
hydrology were drafted and will be completed and incorporated into the BIM 
manual system during FY 1989. 


B. Federal-State Cooperation. 


Charters for four Regional Coal T2ams (RCTs) (Powder River, Fort Union, Green 
River-Hams Fork, and Uinta-Southwestern Utah) were in effect at the beginning 
of FY 1988. Charters for the Powder River and Green River-Hams Fork RCTs 

expired during the Fiscal Year and were reestablished on April 9 and 29, 1988, 
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respectively. A fifth RCT, the San Juan River RCT, was formally chartered on 
April 29, 1988. 


At their annual meetings in October and November of 1987, the Green River-—Hams 
Fork, Uinta-Southwestern Utah, and Fort Union RCTs reviewed long-range market 
conditions and other regional information. Based on these reviews, each of 
these RCTs concluded that the forecasted demand for Federal coal was 
insufficient to justify the continued use of regional coal leasing in the 
region. Accordingly, the RCTs recommended that their regions should be 
decertified to allow Federal coal resources to be leased using less costly and 
less time-consuming lease-by-application procedures. These RCT 
recommendations were later approved by the BIM Director. The San Juan River 
RCT, at its August 9, 1988, meeting also recommended a change to lease-by- 
application procedures. The BIM Director agreed with the RCT's conclusion 
that current and near-term market conditions in the region did not warrant the 
use of regional coal leasing procedures. The San Juan River Region was 
decertified on November 1, 1988. Only the Power River Region remains in the 
regional coal leasing mode, although there is no active regional activity 
planning underway in the region. The RCTs in the four regions that were 
decertified in FY 1988, as provided by their charters, will contimue to 
oversee Federal coal leasing activities in the region. If interest in Federal 
coal tracts increases significantly, the RCTs will meet to determine if the 
regional coal leasing process should be reinstated. 


A supplement to the Powder River Round I Regional Coal Environmental Impact 
Statement (EIS) was being prepared in response to the District Court, 
Billings, Montana, decision in Northern Cheyenne v. Watt. Completion of the 
environmental-analysis process is being held in abeyance while DOI considers 
the effect on that process of the Order of the Ninth Circuit Court of Appeals 
in the case (see Part IV.A.2., below). 


The Federal-State Coal Advisory Board (FSCAB) met on December 2, 1987, to 
review long-range market conditions, to formulate a recommendation to the 
Secretary on a long-range DOI coal lease planning schedule, and to discuss 
changes to its charter. Based on the FSCABs deliberations, it recommended to 
defer adoption of a long-range DOI coal lease planning schedule, subject to 
periodic review by the FSCAB. This recommendation was approved by the 
Secretary and announced in the Federal Register on July 18, 1988. The FSCAB 
also provided the Secretary with a proposal to renew its charter, which was 
approved by the Secretary on September 9, 1988. 


C. Status of Operations Program Changes 


The rules at 43 CFR 3451 set out the general requirements for the 
readjustment of Federal coal leases that BIM utilizes in implementing the 
statutory mandates of MIA. Revisions to that rule were published as a final 
rulemaking on September 26, 1988 (53 FR 37296). These revisions provide: (1) 
that Federal coal lessees shall not be permitted to file objections to those 
readjusted lease terms and conditions that are mandated by statute or required 
by regulation; and (2) that readjusted rental and royalty rates are due and 
payable as of the effective date of the lease readjustment and are no longer 
allowed to accrue during the pendency of an appeal to the Interior Board of 


vial 


Land Appeals (IBLA). The final rulemaking did not alter the procedure 
allowing a lessee to object to discretionary lease readjustment terms or 
conditions. 


The BIM published a proposed rulemaking in the Federal Register on July 29, 
1988, to change the underground royalty rate to a flat rate between 5 and 8 
percent. Comments were requested from the public with regard to a royalty rate 
for coal to be mined by underground methods. The change evolved from a ruling 
by the United States Court of Appeals for the Tenth Circuit. In part, the 
court's decision held that while BIM could apply an 8 percent royalty toa 
lease for coal to be mined by underground methods at the time of readjustment, 
due consideration of the "if conditions warrant" test of the regulations was 
necessary. The proposed rulemaking would eliminate the need for such a test. 


In addition, BIM published in the Federal Register on August 4, 1988, a 
Notice of proposed action to add a new category to the royalty rate reduction 
guidelines under which an application for a royalty rate reduction could be 
filed--the "regional or area royalty rate differential" category. The 
purpose of the category is to allow for evaluation of a reduction based on the 
differential between Federal and non-Federal royalty rates under conditions 
where Federal coal is being bypassed or left undeveloped due to a higher 
Federal royalty rate in those areas where Federal coal does not dominate the 
market. 


On August 5, 1987, the Secretary of the Interior received a petition filed by 
Consolidation Coal Company under 43 CFR Part 14 and 5 U.S.C. 553(e) to remove 
the exception for the diligent development period from those periods affected 
by a section 39 suspension of operations and productions addressed at 43 CFR 
3483.3(b) (1). The Assistant Secretary, Land and Minerals Management, then 
asked the Office of the Solicitor for an opinion as to what the MIA allowed. 
On July 14, 1988, the Solicitor signed Solicitor's Opinion M-36958, r,s 

(1988) ' concluding that amending the regulations to provide for a a section 
39 suspension of operations and production in the interest of conservation to 
suspend the 10-year diligent development requirement and extend this period 
for the duration of the suspension was fully supported by the law. 


The BLM published a proposed rulemaking in the Federal Register on August 26, 
1988 to amend the regulation at 43 CFR 3483.3 to allow for the suspension of 
the 10-year diligent development requirement and the extension of this period 
by an approved section 39 suspension of operations and production. A final 
rulemaking was published in the Federal Register in early FY 1989 (58 FR 
49984-49986, December 13, 1988). 


The BIM is drafting proposed revisions to the Federal Coal Management Rules 
(43 CFR Group 3400). Some revision is necessary based on the merger of the 
coal operation regulations into 43 CFR Group 3400 and on experience gained 
during the last 6 years since the rules were published final (43 CFR 

Part 3400, 47 FR 33114, July 30, 1982, and 30 CFR Part 211, 47 FR 33179, July 
30, 1982, redesignated at 43 CFR Part 3480, 48 FR 41589-41594, September 16, 
1983). 


LZ 


These revisions pertain primarily to operations, but will also impact several 
other aspects of the Federal Coal Management Program. There will be minor 
grammatical changes to Part 3400--General and 3410--Exploration Licenses, 
minor technical changes to Part 3420--Competitive Leasing (concerning 
confidentiality) and Part 3440--Licenses to Mine (concerning the duration of a 
mining license), as well as an overall consolidation and restructuring of 
subject matter. The primary areas of consideration are 43 CFR Part 
3450—-Management of Existing Leases (lease readjustments, cancellations and 
relinquishments) ; Part 3470--Coal Management Provisions and Limitations (e.g., 
rent, royalty, and bonding); and Part 3480--Coal Exploration and Mining 
Operations (e.g., diligent development, continued operation, and advance 


royalty). 


During FY 1988, BIM continued the implementation of a nationwide quality 
control program for the current Solid Leasable Minerals System (SIMS) data 
base. The BIM completed the evaluation and requirement identification phase 
of the Life Cycle Management process and began the effort to replace the 
current system with a microcomputer-based distributed database system, SIMS 
Phase II. The new system will utilize a fourth-generation database management 
language to provide enhanced capabilities for data tracking and reporting. In 
addition, information not previously included in SIMS will be a part of the 
new system. Improved data manipulation and printed report capabilities will 
be featured in SIMS Phase II. 
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III. MANAGEMENT, SUPERVISION, AND ENFORCEMENT 


The BIM, MMS, GS, OSMRE, and FWS carried out certain responsibilities of the 
Federal Coal Management Program in FY 1988. Additional responsibilities are 
carried out by agencies outside DOI, particularly by the FS and DOU. 


A. BUREAU OF LAND MANAGEMENT 


The BIM serves as the principal Federal Agency for the leasing and operations 
management of Federal coal reserves. In its roles as coal lessor and manager, 
BIM coordinates with other Federal Agencies and State and local governments, 
whose responsibilities may be affected by coal-related activities, and with 
representatives of industry and environmental groups, whose interests are 
affected by how coal is leased and managed. 


The first coal mining regulations were issued on May 18, 1916, to govern coal 

in the Territory of Alaska under the Alaskan Coal Leasing Act of 
October 20, 1914. Most of the regulations that governed operations were 
incorporated into the lease forn. 


The first draft operating regulations governing coal mining on the public 
domain was prepared on April 12, 1920, by the Bureau of Mines, which had the 
responsibility for supervision of Federal lease operations until delegated to 
the Geological Survey in 1925 by Departmental Order No. 54. The regulations 
approved by the Secretary on April 30, 1921, were patterned after the Alaskan 
regulations, and did not apply to coal mining in Alaska and mining on Indian 
lands. Expansion of the operating regulations occurred in 1937, 1944, and 
1946. 


Therefore, since 1916, a centerpiece of DOI's coal responsibilities. has been 
its coal operations program. Enactment of FCLAA in 1976 expanded 
responsibilities to include actions on exploration and resource recovery and 
protection plans, IMU applications, and other associated operations issues, 
such as inspection and enforcement/production verification, readjustments, 
suspensions, assignments, relinquishments, modifications, diligence, and 
Saeeyee 2(a) (2) (A) lessee qualifications. Regulatory implementation of the 

FCLAA changes occurred in 1982. The BIM is solely responsible for the 
establishment of proper royalty rates and verification of all production from 
Federal coal leases. The MMS uses this information to assess production 
royalties. 


The BIM's Federal coal leasing program dates back to 1920, when the MIA was 
enacted. The MIA established a dual leasing system: a noncompetitive 
"preference right" process for lands on which prospecting was necessary to 
demonstrate the existence and workability of coal deposits, and a competitive 
process for lands on which the presence and workability of coal was known. 
Until 1970, preference right leasing was the dominant process. Following 
concerns in the early 1970s over alleged abuses of the preference right 
leasing process, Congress enacted FCLAA, which abolished the preference right 
leasing process subject to valid existing rights. In 1979, the BIM unveiled 
a new competitive leasing program designed to address the concerns Which, in 
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part, led to the enactment of FCLAA and to incorporate the pertinent 
provisions of NEPA, FLPMA, and SMCRA. The 1979 program, as revised in 1982 
and 1986, is currently in effect. 


1. Leasing Activities 
Land Use Planning 


The first major step in the leasing portion of the Federal Coal Management 
Program is land-use planning by the surface management agency. Decisions 
resulting from the land-use planning process identify resource uses, including 
lands acceptable for further consideration for coal leasing. These areas are 
identified after reviewing all lands in a planning area using the four coal 
screens that are integral to the planning process. These screens are listed 
below. 


1. Areas are eliminated from coal leasing consideration if they do 
not have coal development potential. 


2. Areas are eliminated if they contain coal but are judged 
unsuitable for surface coal mining, using the 20 coal unsuitability criteria 
and their exceptions and exemptions found at 43 CFR 3461. 


3. Additional coal resources may be eliminated on multiple-use 
grounds if other resource values are determined to be superior to coal. 


4. Surface owner consultation may also result in the elimination of 
split-estate lands minable by surface methods from further consideration for 
leasing in areas where a significant number of qualified surface owners have 
stated a preference against surface coal mining. Application of the 
unsuitability and multiple-use screens contributes to the completion of the | 
Federal Lands Review required by section 522(b) of the Surface Mining Control 
and Reclamation Act of 1977 (SMCRA). 


Before any new rounds of regional activity planning may begin, BIM must have 
completed resource management plans (RMPs) for the areas for which coal 
leasing is being further considered. Existing management framework plans 
(MFPs) may be used to support lease-by-application sales. Information 
developed by BIM during the land-use planning process is provided to OSMRE for 
its use in determining that the Federal Lands Review has been completed. 


Regional Coal Activity Planning 


Regional coal activity planning (as defined in 43 CFR 3420) takes place on 
lands within a Federal coal production region which have been included in one 
or more completed land-use plans. As of the end of FY 1987, there were five 
Federal coal production regions, Fort Union, Green River-Hams Fork, Powder 
River Basin, San Juan River Basin, and Uinta-Southwestern Utah. The Fort 
Union, Green River-Hams Fork, and Uinta-Southwestern Utah Regions were 
decertified during FY 1988. The San Juan River Basin Region was decertified 
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in early FY 1989, leaving the Powder River Basin as the only remaining 
designated Federal coal production region. The decertification of the 
Southern Appalachian Subregion and the Fort Union, Green River-Hams Fork, 
Uinta-Southwestern Utah, and San Juan River Regions reflects the current lack 
of industry interest in competitive Federal coal leasing and the current 
condition of the coal market. When interest in Federal coal leasing resumes, 
the decertified Federal coal production regions may be redesignated through 
notification in the Federal Register. See Figure 7 for a map of Federal coal 
production regions. 


The term "regional activity planning" involves a call for expressions of 
leasing interest, the establishment of leasing levels, and the delineation, 
ranking, selection, and scheduling of tracts for lease sale from the land 
identified in land-use plans as acceptable for further leasing consideration. 
The RCTs play a crucial role throughout the activity planning process by 
guiding the leasing studies and recommending regional leasing levels and lease 
sale schedules to the Secretary. A full discussion of the procedures involved 
in regional activity planning is found in the FY 1987 Federal Coal Management 


Report. 
Lease Sales 


The BIM leases coal through competitive sales using a fixed royalty-variable 
cash bonus bidding system. The BIM prepares the paperwork necessary to offer 
the tracts for lease sale, holds the lease sale using sealed bidding 
procedures, and evaluates the high bids received to determine whether they 
constitute fair market value for the lease tracts. Many of the 1986 coal 
leasing program modifications involved the fair market value determination. 
Changes now in place have revised the economic model by which BIM estimates 
tract values, the basis upon which minimm bids for coal lease sales may be 
set, and the bid screening procedures by which BIM sale panel evaluates the 
bids for acceptance. 


No regional coal lease sales were held during FY 1988. 
Leasing by Application 


The coal leasing regulations at 43 CFR 3425 provide for an application process 
through which Federal coal lease sales may be held apart from the regional 
coal leasing process. There are two types of applications, those for Federal 
coal located outside designated Federal coal production regions and those for 
emergency situations within designated Federal coal production regions. 
Emergency sales are held when the coal is needed within 3 years to maintain 
production at existing mines, to meet contractual obligations, or to prevent 
the bypass of Federal coal. No emergency restrictions are placed on lease 
applications outside Federal coal production regions; lease applications may 
be submitted for tracts that would support new mining operations as well as 
for tracts that would support continuation of existing operations. 


The major leasing emphasis during the last several years has been with the 
lease-by-application. process. This is a reflection of market conditions and 
the limited interest of potential coal lessees in new mine tracts. One lease- 
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by-application sale was held during FY 1988, and one sale was scheduled and 
postponed, when the applicant decided to pursue exchange negotiations with the 
Forest Service. The sale involved a 120-acre bypass tract in Alabama and 
brought a bonus bid of $416.67 per acre. 


Preference Right Lease Applications (PRIAs) 


The MLA set up a permit-lease system for the disposition of some publicly 
owned minerals, including coal. Under this system an individual could apply 
for a prospecting permit to determine the existence and workability of coal 
deposits within the permit area. If BIM confirmed the discovery of coal in 
commercial quantities, then the prospector is entitled to a preference right 
for the lease. ‘ 


The FCLAA eliminated preference right leasing for Federal coal but permitted 
the processing of those coal PRIAs existing at the time of its enactment. The 
Secretary has no discretion to refuse to issue a preference right lease if the 
applicant has discovered coal in commercial quantities. Nevertheless, the 
Secretary (1) must comply with the National Environmental Policy Act of 1969, 
(2) develop appropriate environmental impact mitigation measures, and (3) 
consider the cost of those mitigation measures in determining commercial 
quantities. 


As of September 30, 1988, there were 91 coal PRIAs pending (see Table 2). 

This number does not include two PRIAs in Alaska which were conveyed during FY 
1986 to an Alaska native corporation as part of a selection made under the 
Alaska Native Claims Settlement Act. At the end of FY 1988, the conveyance 
was under appeal to the Interior Board of Land Appeals. A total of 3 PRIAs 
were withdrawn by the applicants during FY 88, and 15 were rejected. The 
States involved were Colorado, Montana, and Wyoming. ‘Twenty-two PRIAs in 
Montana, New Mexico, and Utah are affected by the processing ban imposed by 
Congress in the FY 1988 Appropriations Act for Interior and Related Agencies. 
These 22 PRIAs are located in BIM wilderness study areas and Forest Service 
Rare II areas or are closely associated with PRIAs in such areas and cannot be 
processed separately. 


Exchanges Involving Coal . 


Where specifically allowed or directed by law, DOI may award a new coal lease 
to a Federal or Indian coal lease holder in exchange for relinquishment by the 
lessee of an existing lease or leases. The DOI conducts two types of 
exchanges that involve the transfer of coal mineral rights. Enactment of the 
FCLAA removed the DOI's general authority to issue coal leases j 
noncompetitively, a revocation that has ruled out all coal lease exchanges 
except for those specifically legislated by Congress. In the lease exchange 
statutes enacted to date, lease exchanges have been made on an equal-value 


The BIM may also consider fee coal exchanges under section 206 of the Federal 
Land Policy and Management Act (FLPMA) on a case-by-case basis in response to 
proposals fram private fee coal owners. There are some instances where BIM 
field officials may also identify coal land areas during land-use 
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CURRENT STATUS OF PRLAsS, PRLAS WITHDRAWN OR REJECTED 


TABLE 2 


DURING FY 1988, BY STATE 


Number | PRIAS Number Of 
Of PRLAs Withdrawn/ PRLAS 
State 10/1/87 Acres Rejected Acres _ 9/30/88 Acres 
‘Alaska _ -- = — -- — 
Colorado 8 17,153 3 6,408 5 10,745 
Montana 4 15,662 1 3,675 3 11,987 
New Mexico 26 75,510 _ — 26 75,510 
Utah 11 38,909 _- = 11 38,909 
Wyoming —S>-_- 60 120,561 14 43,122 46 77,439 
Total 109 267,795 18 53,205 91 214,590 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of 
Solid Mineral Operations, Solid Leasable Minerals System, September 30, 


1988. 


planning as having fee coal exchange potential. The environmental impacts of 
proposed exchanges are studied before any exchange is completed. All section 
206 exchanges must be of equal value and in the public interest. 


In February 1987,-the General Accounting Office (GAO) completed an evaluation 
of the DOI's procedures for administering the coal-lease and coal-land 
exchanges. The GAO found that DOI had developed explicit, agency-wide 
criteria for determining whether some types of exchanges,. that is, fee-title 
exchanges, were in the public interest, but that it had not done so for coal 
alluvial valley floor (AVF) and lease exchanges. Public interest criteria for 
coal lease and AVF lease and land exchanges were developed in FY 1987 and 
contained in two manual sections, one concerning céal lease exchanges and the 
other concerning coal AVF exchanges, published in early FY 1988. 


I-90 lease Exchanges. Public Law 95-554 allowed the Secretary to exchange 
nine coal leases associated with Interstate Highway 90 (I-90) in Wyoming. The 
nine leases were held by six lessees. One exchange was completed in 1982, 
another in 1983, and another in 1986. Also in FY 1986, two exchange proposals 
were rejected as not being in the public interest. Both rejections were 
appealed to the IBLA, and one of the appeals was subsequently withdrawn and 
the lease relinquished. On March 11, 1987, the IBIA ruled on the remaining 
appeal by remanding the exchange decision to BIM to make a formal, written 
determination on whether or not the exchange was in the public interest. The 
public interest determination was still under consideration at the end of 

FY 1988. The sixth lessee relinquished the affected coal lease and is no 
longer eligible for an exchange. 


J-Y Ranch Exchange. The DOI is seeking to acquire a conservation easement on 
about 1,100 acres of land on the J-Y Ranch, which lies within the Grand Teton 


National Park, in exchange for Federal coal interests in the Powder River 
Basin area of Wyoming. An agreement signed by the Secretary and the owner of 
the J-Y Ranch in August 1985 describes the procedures to be followed in 
processing the exchange. The conservation easement would allow continued use 
of the property by the owner of the J-Y Ranch but would prohibit intensive 
development in the future. In late 1987, the owner of the J-Y Ranch donated 
his interests in the conservation easement to the Sloan-Kettering Institute 
for Cancer Research. As a result, DOI is now negotiating the exchange with 
Sloan-Kettering. The DOI adopted an appraisal of $5.6 million for the 
easement in FY 1987, and Sloan-Kettering is considering selection of Federal 
coal in the Youngs Creek-Ash Creek tracts in exchange. The selected coal land 
was being appraised at the end of FY 1988. 


Whi Benefits Alluvial Valley Floor Ex e. This application was filed 
under the authority of section 510(b) (5) of SMCRA. The private coal, 
consisting of two tracts containing approximately 1,326 total acres, is 
located in the Tongue River Valley about 10 miles north of Sheridan, Wyoming. 
The applicant would receive Federal coal of equal value in Wyoming in exchange 
for its coal. The exchange is currently in litigation in both the Wyoming 
Federal District Court and in the U.S. Court of Claims (see Part IV.A.9., 
below). In accordance with a District Court Order, BIM offered an exchange 
tract to the applicant, but the applicant had not accepted the offer as of the 
end of FY 1988. The Wyoming District Court will not take any further action 
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in the case until the Claims Court issues its ruling as to the value of any 
losses the applicant may have suffered as a result of SMCRA's prohibition on 


mining in AVFs. 


Other Exchanges. In the Powler River Coal Region, 3 new coal exchange 
applications were filed during FY 1988. First, Meadowlark Inc. proposed to 
exchange its Kerwin mining claims (an inholding in the Shoshoni National 
Forest of Wyoming) and relinquish a 320-acre portion of a lease near Gillette, 
Wyoming, for title to 1,400 acres of Federal coal lands covered by leases 
currently held by Meadowlark which are part of the Belle Ayr mine. Second, 
Texaco Inc. proposed to exchange 1,975 acres of fee coal near Lake De Smet, 
Johnson County, Wyoming for yet-to-be-selected Federal coal. Texaco's offered 
fee coal has been declared to be an alluvial valley floor by the Wyoming 
Department of Environmental Quality and is precluded from surface mining. 
Third, Meridian Minerals Company proposed to exchange some of its private 
lands in Montana with recreational, wildlife, and watershed values for a 
3,674-acre parcel of Federal coal in the Bull Mountains in Musselshell and 
Yellowstone Counties, Montana. During FY 1988, BIM initiated the exchange 
process on each application. This process requires public input, economic 
evaluations, and environmental analyses, among other things before BIM can be 
in a position to decide whether to approve or reject any exchange application. 


Regional Evaluation Teams 


Four Regional Evaluation Teams (REITs) were established with a "core" group 
consisting of a supervisor, mining engineer, geologist, and an economist, as a 
result of the Secretary's commitments to the Linowes Commission. The 
responsibility of the RETs is to provide economic evaluations estimating fair 
market value or other economic determination for: (1) value of mineral rights 
or properties for lease, sale, exchange or conveyance; (2) commercial 
quantities determinations for coal PRIAs; (3) royalty rate reduction 
applications; (4) maximum economic recovery of minerals on lands to be offered 
for lease; and (5) appropriate royalty rate for underground mined coal. 


2. Operations Activities 


The BIM is responsible for ensuring that coal exploration and mining 
operations (which include all activities that occur after issuance of a lease, 
license, or permit) are conducted in accordance with the MIA, the Mineral 
Leasing Act for Acquired Lands of 1947, related statutes and the implementing 
regulations in 43 CFR Group 3400, and various Indian leasing laws implemented 
in Title 25, Chapter I, of the CFR. Coal operations program requirements of 
the mineral leasing laws, including resource recovery and diligence, were 
significantly revised by the FCLAA. The coal operations program is mandated 
entirely by law and regulation. These requirements include oversight by 
verification of production of multi-billion dollar mining operations that 
generated 169.4 million dollars in Federal royalties in FY 1988. The BIM is 
also responsible for coal operations on Indian tribal and allotted lands and 
oversight of intermingled Federal, Indian, and private coal ownership in the 
same operation. The operations program includes responsibility for lease-term 
readjustmnents ; exploration and resource recovery and protection plan review; 
inspection and enforcement under the MIA requirements; production 
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verification; diligent development and continued operation compliance 
monitoring; lessee-qualification review; LMU approval; bonding; suspensions; 
and all other actions occurring after issuance of a lease, license, or permit. 


Solid Ieasable Minerals System 


The Solid Leasable Minerals System (SIMS), is a computerized data base that 
was developed to track all aspects of lease, license, and permit operations. 
All producing and nonproducing leases, licenses, and permits are continually 
monitored using SIMS data and statistics to ensure compliance with the 
established requirements and to ensure timely ae of the leases. 


Inspection and Fnforcement 


In FY 1988, the Solid Minerals Assistance Team (SMAT) program continued to 
implement the recommendations in the Secretarial Report to the Congress on 
the Ad of lty Management for Solid Minerals prepared under section 
303 of the Federal Oil and Gas Royalty Management Act (FOGRMA) . Coal 
producing states were included in the SMAT inspections in furtherance of 
national uniformity and consistency in the implementation.of.statutory and 
regulatory requirements, as well as the BIM's Inspection and Enforcement and 
Production Verification (I&E/PV) Policy and Guidelines. - 


The I&E/PV Policy and Guidelines outline requirements for: (1) certification 
of personnel inspecting coal mines; (2) mine-specific inspection and 
enforcement plans; (3) minimum inspection coverage by type of inspection; 

(4) inspection and enforcement recordation; and (5) SMATs to ensure uniform 
and consistent application of the guidelines. The BIM Field Offices monitor 
all operations for compliance with the established requirements, i.e. laws, 
regulations, orders, notices, lease terms and conditions, special stipulations 
and approved mine or exploration plan requirements (the established 
requirements) . 


The policy and guidelines ensure: (1) resource protection, accurate 
production reporting, and accurate application of royalty rate; (2) proper 
oversight of exploration and mining operations; (3) compliance with 
established requirements; (4) proper protection of the environment; 

(5) maximum economic recovery; and (6) proper abandonment of operations. 
Preparation of I&E/PV manuals and handbooks began in FY 1988. These documents 
will facilitate nationwide consistency in implementation. 


Production Verification 


A primary goal of the DOI's lease management and royalty programs is to ensure 
the proper identification, assessment, and collection of royalties due on coal 
production from Federal and Indian lands. The BIM is responsible for 
verification of reported coal production and ensuring identification of the 
proper royalty rate while MMS is responsible for assessment and collection of 
correct royalty amounts. 


Production verification is the process of establishing the accuracy of mineral 
production reported for royalty payment. The process comprises two essential 
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elements: (1) check reported production against mine and other records using 
the company method to determine accuracy of production measurement; and 

(2) make an independent engineering determination using one or more alternate 
methods to check the accuracy of the reported production. Discrepancies are 
reconciled in accordance with the irregularity and exception reporting 
procedures outlined in the BIM/MMS Memorandum of Understanding (MOU). 


The significance of production verification will continue to increase 
considerably as Federal coal royalty revenues increase from increased 
production, and Federal lease readjustments occur, raising the royalty rate 
from cents-per-ton to the statutory ad valorem rate. Several BIM Field 
Offices are exploring the potential for computerizing production verification 
procedures and other methods of ensuring accuracy and reliability of the 
production verification program. 


Solid Minerals Assistance Teams 


SMATs monitor implementation of the national policy and guidelines to promote 
uniformity and consistency nationwide. SMATs are composed of Washington 
Office Operations staff, technical personnel from the State being visited, and 
technical staff from at least one other State. Montana and Wyoming were the 
two coal producing States visited by SMATs in FY 1988. The SMATs participated 
in a mine inspection and reviewed the mine-specific I&SE/PV plans, inspection 
reports, SIMS data, and production verification procedures. The primary focus 
resulting from the SMATs is on the need for quarterly production verification. 
Other important focuses are on inspections for producing operations and on 
methods of independent production verification. 


Lease Suspension Guidelines 


Guidelines for processing an application for suspension of a coal or other 
solid mineral lease were issued on June 15, 1987, addressing three types of 
suspensions: (1) suspension of operations and production in the interest of 
‘conservation under Section 39 of MIA; (2) suspension of operations where a 
lease cannot be operated except at a loss (only applicable to solid mineral | 
leases or coal leases not yet subject to the FCLAA); and (3) suspension due to 
strikes, the elements, or casualties not attributable to the lessee (force 


majeure). 


Four Section 39 suspensions were already in effect at the beginning of FY 
1988. In FY 1988, a force majeure suspension was approved affecting one 
Federal coal lease in Wyoming. During FY 1988, the force majeure suspension 
affecting four Federal coal leases in Colorado expired. Two Section 39 
suspensions of operations and production were approved in FY 1988, affecting 
one lease in Colorado and one in Montana. Two Section 39 suspension 
applications were pending approval at the end of FY 1988. 


Readjustment of Lease Terms and Conditions 

Under the MIA, as amended by FCIAA, coal leases are issued for a term of 20 
years, subject to the requirement for BIM to readjust a lease's terms and 
conditions at the end of its primary term of 20 years, and at the end of each 
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10-year period thereafter, if the lease is extended. One of the provisions of 
FCLAA was the mandate to readjust Federal coal leases, that were issued prior 
to FCLAA, to FCLAA terms and conditions upon the first lease readjustment 
anniversary date after FCLAA. The first coal lease readjustment after FCLAA 
subjects the lease to the FCLAA requirements of diligent development, 
continued operation, the payment of royalty at the rate of 12 1/2 percent for 
surface-mined coal and an annual rental at the rate of $3.00 an acre. By 
current regulation, the readjusted royalty rate for coal mined by underground 
methods is 8 percent, except that the authorized officer may determine a 
’ lesser amount, if conditions warrant, but in no case less than 5 percent. 


The BIM is readjusting all pre-FCLAA leases to the requirements of FCLAA and 
the regulations upon their first lease readjustment anniversary date after 
FCLAA. The U.S. Court of Appeals for the Tenth Circuit affirmed the BIM's 
interpretation of FCLAA that readjustment is required under law in its FMC 
Wyoming v. Hodel and Coastal States Energy Corporation v. Hodel decisions (see 
Part IV.A.3., below). The lease terms and conditions of 46 Federal coal 
leases were readjusted during FY 1988. 


A significant portion of the 19.0 percent increase in reported royalties for 
FY 1988 is directly attributable to the increased production royalty rates 
required for coal leases at the time of readjustment. The royalty impacts of 
this high priority activity will continue to increase in proportion with the 
number of Federal coal leases readjusted. 


Exploration Plans 


The BIM receives and approves all exploration plans for unleased and leased 
Federal coal. Exploration operations must comply with all of the "established 
requirements" (those requirements established under the authority and mandate 
of the MIA, including the MIA itself, the 43 CFR Group 3400 regulations, 
license or lease terms and conditions, approved exploration or mining plan, 
and any associated orders or notices). Exploration plans may be modified as 
exploration proceeds. These exploration operations are monitored for 
compliance with the established requirements. 


Resource Recovery and Protection Plans 


The FCLAA established the requirements that lessees submit a resource recovery 
and protection plan (R2P2) within 3 years of the time the lease becomes 
subject to FCLAA. This requirement is codified at Section 7(c) of the MIA. 
The BIM receives all R2P2s and certifies whether the plan meets the statutory 
submittal requirement. Minor modifications of R2P2s are approved by BIM 
Field Office having jurisdiction. When an R2P2 is submitted as a part of a 
-SMCRA permit application package for approval it is called an MIA mining plan. 


MLA Mining Plans 


An MIA mining plan is a plan submitted as part of a SMCRA permit application 
package which shows that the proposed operation meets all of the established 
requirements for development, production, resource recovery and protection, 
diligence, and maximum economic recovery for the life-of-the-mine. The MIA 
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mining plan is approved by the Assistant Secretary, Land and Minerals 
Management, based on the recommendation of BIM. The SMCRA permit must be 
consistent with the MIA mining plan. MIA mining plans may be modified as 
mining proceeds. The reclamation aspects under SMCRA are the responsibility 
of OSMRE, or the State Regulatory Authority (SRA) if there is an approved 
State program and cooperative agreement. During FY 1988, 10 MIA mining plans 
were processed. 


Diligence 


The diligence requirements of Section 7 of MIA provide that all leases subject 
to FCLAA must achieve diligent development. Once diligent development has 
been met, the leases are required to maintain continued operation or pay 
advance royalty. Diligent development and continued operation are defined by 
regulation to be the production of coal in commercial quantities within 
specified time frames. Diligent development requires production of commercial 
quantities of the recoverable coal reserves by the end of the tenth year after 
the lease becomes subject to FCLAA. Continued operation requires a continuing 
obligation to produce conmercial quantities of the recoverable coal reserves 
annually or to pay advance royalty based on the conmercial quantities of 
recoverable coal reserves in lieu of production. The 43 CFR Group 3400 
regulations currently set the commercial quantities amount to be 1 percent of 
the recoverable coal reserves. The BIM determines the recoverable coal 
reserves figure upon which this commercial quantities amount is set. Leases 
not yet subject to FCIAA diligence provisions are governed by minimm 
production or minimm royalty requirements of the individual lease. 


The ultimate action required for failure to meet diligent development is lease 
termination and for failure to maintain continued operation, lease 
cancellation. No leases were cancelled or terminated in FY 1988. Thirty-nine 
of the 46 leases which were readjusted in FY 1988 became subject to FCIAA . 
requirements. At the end of FY 1988, 447 of 536 Federal coal leases were 
subject to FCLAA requirements and monitored for compliance. The planned 
implementation of SIMS Phase II in FY 1989 will enable automated tracking of 
these diligence requirements. In FY 1989, BIM will also examine possible 
regulatory changes to the diligence requirements in the regulations at 43 CFR 
Subpart 3483. 


ical Mining Units 


Section 2(d) of MIA authorizes the establishment of IMUs. An IMU is a 
diligence mechanism which allows production crediting across coal lease 
boundaries to meet both MIA diligence requirements and lessee-qualification 
criteria for all Federal coal leases contained in an approved, producing LMU. 


The formation of an IMU is a discretionary action made at the request of a 
lessee, based on lease-specific production and economic factors. By statute 
and regulation, an IMU is an area of land in which the coal can be developed 
in an efficient, economic and orderly manner as a unit. An IMU may consist of 
one or more Federal leases and may include non-Federal lands; however, all 
lands must be under the control of a single operator, be developed and 
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operated as a single operation, be contiguous, and not exceed a total of 
25,000 acres. 


The BIM receives and approves all IMU applications. With the 1982 regulatory 
changes, lessees have been carefully weighing the advantages and disadvantages 
of having their Federal coal leases included in an IMU. Advantages include 
provisions to allow production occurring from anywhere within the IMU to be 
credited toward the diligent development or continued operation requirements 
of any Federal coal lease within the IMU. Additionally, inclusion of a 
nonproducing lease, which might subject a lessee to the Section 2(a) (2) (A) of 
MIA prohibition, in a producing IMU will allow the lessee to continue 
participating in the MIA leasing program. One potential disadvantage of 
having a lease included in an IMU is the 40-year mine-out requirement of MIA 
for IMUs. During FY 1988, 5 IMUs were approved. At the end of FY 1988, 11 
applications for LMUs (containing 38 leases) were pending. There were 81 
Federal leases contained in approved IMUs, covering 149,257 acres at the end 
of FY 1988. 


Royalty Rate Reduction 


Under Section 39 of the MIA, the Secretary is authorized to reduce the royalty 
rate for coal below the minimm specified by statute or regulation for an 
entire leasehold or on any portion of the lease when it is necessary to 
encourage the greatest ultimate recovery, and in the interest of conservation 
of natural resources to promote development or when the lease cannot be 
successfully operated under the lease terms. A royalty rate reduction will 
have no effect on the aes! of advance royalty which is paid in lieu of 
continued operation. 


The FCLAA specified a minimm royalty rate of 12 1/2 percent of the value of 
coal as defined by regulation, 43 CFR 3483.4, with an exception that the 
Secretary may determine a lesser amount in the case of coal recovered by 
underground mining operations. Following the rulemaking process with public 
participation, the regulations at 43 CFR 3473.3-2 require a royalty rate of 
not less than 8 percent of the value of the coal removed from an underground 
mine, except that the authorized officer may determine a lesser amount, if 
conditions warrant, but in no case less than 5 percent.. 


In response to an August 1982 General Accounting Office (GAO) report, "Need 
for Guidance and Controls on Royalty Rate Reductions for Federal Coal Leases", 
GAO/EMD - 32-86, that was critical of certain procedures and contained GAO 
recommendations, BIM, after public comment, amended the regulations at 43 CFR 
3485.2(c)(2). This established the information that must be submitted by an 
applicant for a royalty rate reduction. 


Subsequently, BIM published in the Federal Register, Draft Revision, Royalty 
Reduction Guidelines for Federal Coal, Phosphate, Potassium, Sodium, Sulphur 
and Tar Sand Leases, 50 FR 6062 (Feb. 13, 1985). Comments received from this 
notice and froma public meeting held on April 3, 1985, in Denver, Colorado, 
were incorporated in new guidelines reflecting present Department policy. The 
guidelines became effective June 26, 1987. 
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Specifically, an applicant for rate reduction must meet two essential 
conditions to qualify under provisions of the statute, regulations and 
guidelines: (1) rate reduction would encourage the greatest ultimate 
recovery; and (2) rate reduction would be in the interest of conservation of 
natural resources. After qualifying under the above conditions, a rate 
reduction may be granted only whenever in the Secretary's judgment it is 
necessary to do so: (1) to promote development; or (2) whenever a lease 
cannot be successfully operated under the lease terms. 


In the Peabody Coal Co. decision (93 IBLA 317), IBLA ruled that the limiting 
word is "necessary." The BIM must find a reasonable probability that 
operations would cease or development, recovery or conservation of the 
resource would be jeopardized before it can even consider exercising its 
discretion to grant relief (93 IBLA 327). Any liberality in granting rate 
reductions would seriously undermine Congress' intent in establishing a 
minimm production royalty rate (93 IBIA 325). 


The criteria in the guidelines for approval of rate reduction are to: . 


(1) promote development by providing an incentive to extract 
resources that are not economically recoverable under current 
industry practice or that would be bypassed because they are less 
economically recoverable than non-Federal leases that are part of 


the mining sequence (expanded recovery). 


(2) promote development by providing an incentive to extract 
resources that would be forgone when a mine ceases operations 
permanently (extension of mine life). 


(3) grant temporary relief for leases that cannot be successfully 
operated when it can be shown that lease operating costs have 
exceeded lease production revenue and this condition is projected 
to continue (unsuccessful operations) . 


Applications approved under categories 1 or 2 would receive a reduction in the 
royalty rate to 8 percent for surface-mined coal and 5 percent for 
underground-mined coal. Financial data will be required for unsuccessful 
operations and for expanded recovery and mine life extension when the 
established rate reduction is deemed insufficient. A rate can not be reduced 


below 2 percent. 


"Bonus royalty" bid is a component of fair market value regiiived by FCLAA. 
There is no authority for reduction of "bonus royalty" as there is no 
authority to refund a "cash bonus." 


In no case may a royalty rate below the statutory minimm be prescribed as the 
initial or readjustment terms of any lease. The relief afforded must occur 
apart from establishment of the basic lease terms (93 IBIA 324-5). 


Lessees who had applications pending for royalty rate reduction in July 1987 
were required to amend their applications to comply with the new guidelines. 
No rate reduction is granted without consultation with the State Governor. 
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B. MINERALS MANAGEMENT SERVICE 


The MMS responsibilities in the Federal Coal Management Program focus upon the 
collection of royalties, rents and bonuses from Federal coal lessees. 


Federal Coal Royalties Collection 


The MMS is responsible for collecting the royalty payments for Federal coal 
leases. During FY 1988, 187.1 million tons of Federal coal were produced and 
169.4 million dollars of Federal royalties were collected on coal production 
valued at slightly over 2.5 billion dollars (see Tables 3 and 4). This 
represents an increase of 11.4 percent in production and a 19.0 percent 
increase in royalty payments from FY 1987. 


On public domain lands, with the exception of Alaska, 50 percent of the 
royalties is returned to the State treasuries, 40 percent is placed in the 
Federal Reclamation Fund that was established by the Reclamation Act of 1902, 
and 10 percent remains in the U.S. Treasury's miscellaneous receipts. Ninety 
percent of the royalties from Federal coal leases in Alaska is returned to the 
Alaska State Treasury. 


The Federal royalties amounted to an average of 6.6 percent of the production 
value of the coal in FY 1988, compared to an average of 5.4 percent in 

FY 1987. The difference between this average percentage and the current 
regulatory minimm royalty requirements of 12.5 percent for surface-mined coal — 
and 8 percent on underground-mined coal on new and readjusted leases results 
from production taking place on leases issued before the conversion from a 
fixed cents-per-ton royalty to an ad valorem percentage royalty provision. 
The fixed cents-per-ton royalty lease-term provisions, which were frequently 
set at between 15.0 and 22.5 cents per ton, can only be increased at the time 
of readjustment of these lease terms. 


Revision of Coal Product-Value Regulations 


The process of amending the product-value regulations was initiated in 
response to recommendations contained in the January 1982 Linowes Commission 
Report. An advance Notice of Proposed Rulemaking was issued for public 
comment in January 1986. During this period, the Secretary established a 
Royalty Management Advisory Committee (RMAC), composed of representatives from 
States, Indian Tribes and allottees, and from the coal, and oil and gas 
industries, to advise him on royalty management issues, including appropriate 


changes to the DOI regulations regarding product value for royalty purposes. 


coal valuation regulations were published in the Federal Register on 
' January 15, 1987 (52 FR 1840-1856). Seventy-one written comments on the coal 
valuation regulations proposed in January were received at DOI by April 15, 
1987. On July 9, 1987, and August 12, 1987, DOI reopened the coal comment 
period for 14 days, and for 60 days, respectively. The 60-day formal comment 
period closed on October 13, 1987. The Senate Subcommittee on Mineral 
Resources Development and Production held oversight hearings on the proposed 
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TABLE 3 


PRODUCING LEASES, PRODUCTION, PRODUCTION VALUE AND ROYALTY PAYMENTS 
BY STATE: FY 1988 


ee 


Producing Leases Production in FY 1987 Production Value Royalty Val 
State Number Acreage (Thousand Tons) (Thousand Dollars) (Thousand Dollars) 
Total 122 227 , 647 187,079 2,553,236 169,430 
Colorado 27 34,608 9,236 182,921 13,674 
Kentucky 1 1,090 136 3,507 281 
Montana 14 32,761 20,525 307,220 36,636 
New Mexxico 5 9,554 3,077 78,720 10,134 
North Dakota he 6,500 4,846 39,846 4,709 
Utah 32 36,486 | 15,364 | 426,679 25,319 
Washington 1 241 420 10,858 94 
Wyoming 33 104,179 133,407 1,501,614 78,558 
rT 
NOTE: The statistics represent production and royalty reported during FY 1988 and adjustments made during 


Fy 1988 for prior periods. The FY 1988 royalty management statistics may not represent actual 
production achieved in FY 1988 or the royalty accrued on that production due to adjustments for. 
previous years. Estimated in part. Data include 2 overiding royalty agreements in Wyoming. 


SOURCE: U.S. Department of the Interior, Minerals Management Service, Royalty Management Program. 
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TABLE 4 


PRODUCING LEASES, PRODUCTION, PRODUCTION VALUE AND ROYALTY PAYMENTS 
BY REGION: FY 1987 


Producing Leases _ Production in FY 1987 Production value Royalty Value 
ion Number e Thousand Tons Thousand Dollars Thousand Dollars 

Total 122 227,647 187,079 2,513,236 169,430 
So. Appalachian 0 0 f) 0 : 0 
Fort Union 8 7,300 5,059 2,805 5,079 
Green River- 30 57,939 15,154 289,644 23,176 
Hams Fork 
Powder River 32 93,756 146,461 1,661,782 104,007 
San Juan River 5 9,554 3,077 78,720 10,134 
Uinta-sw Utah 43 55,539 16,704 464,048 26,635 
Other 4 3,559 | 624 7 16,237 399 


NOTE: The statistics represent production and royalty reported during FY 1988 and adjustments made 
during FY 1988 for prior periods. The FY 1988 royalty management statistics may not represent 
actual production achieved in FY 1988 or the royalty accrued on that production due to adjustments 
for previous years. Estimated in part. Data include 2 overriding royalty agreements in Wyoming 
(Green River-Hams Fork Region). 


SOURCE: U.S. Department of the Interior, Minerals Management Service, Royalty Management Program. 
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rules on November 16, 1987. The final coal product valuation regulations were 
published in FY 1989 (Federal Register, January 13, 1989 (54 FR 1492-1532)). 


C. GEOLOGICAL SURVEY 


The major coal-related activities of the GS during FY 1988 were those of the 
Coal Investigations Program, National Coal Resources Data System (NCRDS), the 
Evolution of Sedimentary Basins Program, and the Coal Hydrology Program. 


The Coal Investigations Program consists of mapping, establishing local and 
regional coal-bed stratigraphic and correlation networks, and coal- 
quality and coal-resource characterization assessments done on regional as 
well as detailed, local levels. Data derived from these assessments and 
related studies are entered into the NCRDS, a computer-based resource data 
system. These data are available to support the Federal Coal Management 
Program. The Evolution of Sedimentary Basins Program is designed to conduct 
basic research for an integrated approach to the prediction and assessment of 
energy resources in all major sedimentary basins including those containing 
Federal coal deposits. The Coal Hydrology Program consists of hydrologic data 
collection, areal studies, and research activities associated with the 
availability of water to support increased coal development and the impacts of 
such development on the hydrology. A description of these FY 1988 activities 
is presented in this section. 


1. Coal Investigations Program 


Regional Coal-Resource and Coal-Quality Characterization Activities - 
Regional coal~resource and coal-quality characterization activities provide 


critical information on the quality, quantity, and availability of coal for 
development and include baseline geologic information needed to understand and 
reduce adverse environmental effects resulting from coal utilization. 
Coal-quantity and coal-quality characterization shows the distribution and 
continuity of the coal resources as well as the variations in heating value, 
impurities, moisture, ash content, and trace-element concentrations. Data 
derived from these studies are compiled into regional maps for areas of 
priority interest for Federal coal lease sales and scientific information 


In FY 1988, regional geologic studies and coal resource characterizations were 
underway in all major coal basins west of the 100th Meridian and in the 
Appalachian Province. In addition, 20 State geologic agencies were 
cooperatively supported by the GS for the appraisal of the coal deposits in 
their States. 


In support of the Federal Coal Management Program in FY 1988, work was done on 
completion of coal-geology, engineering, and hazards studies for 2 regional 
maps of priority areas in the western Federal coal regions. To date, 55 of 
these regional maps have been completed to the stage where they can be used in 
coal management decisions. Coal-quality studies included lignite in North 
Dakota and Montana; subbituminous coal in Wyoming, New Mexico, Colorado, and 
Montana; and bituminous coal in Colorado and Utah. 
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Topical Reports - Numerous topical reports and maps on research activities 
that are supportive of the work of the Federal Coal Management Program have 
been prepared and published by the GS. During FY 1988, about 50 reports on 
topical investigations supportive of the Federal Coal Management Program were 
prepared. ‘ 


National Coal Resources Data System - In FY 1988, new-data entry of 


approximately 71,000 stratigraphic records and 470 chemical-analysis records 
was accomplished. The largest contribution came from cooperative programs 
with 20 State geologic agencies. Currently, the NCRDS contains approximately 
1.5 million stratigraphic units and chemical data on 100,000 coal samples. 
Several State agencies completed coal resource assessment studies for selected 
areas through remote access to the NCRDS data base and software. An inventory 
of existing data was completed and software was acquired to improve the 
ability of the system to provide geologic and geostatistic models of the 
Quality, quantity, and framework of coal deposits. 


A new direction in assessing coal resources was begun in FY 1987. A pilot 
study to develop methodology to assess the availability of coal resources for 
development was carried out in easter Kentucky in cooperation with the 
Kentucky Geological Survey. This pilot study was successful and the CS 
extended the methodology in cooperation with Kentucky, Virginia and West 
Virginia to study 5 additional areas in the eastern United States during FY 
1988. 


Evolution of Sedimentary Basins Program 


The Evolution of Sedimentary Basins Program was implemented during FY 1985 in 
Six major basins — Central Appalachian, Anadarko, Powder River, 
Uinta/Piceance, San Juan, and North Slope of Alaska. Physical stratigraphic, 
biostratigraphic, sedimentologic, and paleoecological studies are providing an 
analysis of the geologic history of these basins including the formation and 
preservation of coal deposits. This program is providing important regional 
information which will improve energy-resources characterization on Federal 
lands. 


2. Coal Hydrology Program 


Water Resource Activities - The objective of the Survey's coal-hydrology 
effort is to assess hydrologic conditions and water-supply problems related to 
coal mining and land reclamation, as needs are identified jointly with State 
and local governments. Included are areal hydrologic investigations of 
surface and ground water, small watershed investigations, and water-quality 
studies in mined and reclaimed areas. In FY 1988, such activities were 
underway in 28 States. This work provides water-resources information 
essential to the preparation and review of applications for mining permits and 
reclamation plans by the coal industry. Water data collected by the GS and 
other Federal, State, and local agencies were indexed by the National Water 
Data Exchange (NAWDEX) managed by the GS Water Resources Division. Earlier 
indexed data have been used to produce a five volume "Index to Water Data 
Activities in Coal Provinces of the United States." These printed indexes are 
available free and contain information about surface-water quantity and 
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quality, ground-water quality, and areal investigations and other 
data-collection activities. The GS has also completed a special series of 
reports describing the hydrology of the principal coal areas of the Nation. 
The series comprises 57 reports that present information on ground water, 
surface water, and water quality in the areas covered. Information about 
availability of the reports may be obtained from NAWDEX. 


D. OFFICE OF SURFACE MINING RECLAMATION AND ENFORCEMENT 


The primary objective of the OSMRE is to protect society and the environment 
from the adverse effects of surface coal mining operations and to do so under 
conditions consistent with the Nation's need for energy. OSMRE's principal 
roles relative to Federal lands are to: (1) define policy and promgate 
rules establishing performance standards and program administration processes; 
(2) review and process permit applications and mining plans, including such 
activities as are necessary for NEPA compliance, and recommend action on 
mining plans to the Secretary; (3) in States with approved State regulatory 
programs under Section 503 of SMCRA, negotiate State-Federal cooperative 
agreements for State regulation on Federal lands according to Section 523(c) 
of SMCRA; (4) in the absence of a State-Federal cooperative agreement, carry 
out the permitting, inspection and enforcement, and other functions of the 
regulatory authority as set forth in SMCRA; (5) provide oversight of State 
administration of the regulatory requirements under the terms of an approved 
State-Federal cooperative agreement; and ( 6) administer a program to designate 
Federal lands unsuitable for surface coal mining under the petition process 
specified in Sections 522(a) and (c) of SMCRA. 


1. Petitions to Designate Areas Unsuitable for Surface Coal Min ing 


There were no petitions filed to designate areas unsuitable for surface coal 
mining on Federal lands in FY 1988. 


2. State—-Federal Cooperative Agreements 


As of the end of FY 1988, the Secretary had entered into permanent program 
cooperative agreements with the States of Alabama, Colorado, Illinois, 
Montana, New Mexico, North Dakota, Ohio, Utah, Virginia, West Virginia, and 
Wyoming to manage surface coal mining on Federal lands in accordance with 


OSMRE requirements. 

3. Permit Application/Mining Plan Review 

At the beginning of FY 1988, OSMRE had 29 permit applications pending review 

_ for which approval of a mining plan, or approval of a modification to an 
approved mining plan is required. During the year, 10 more were received and 
10 mining plans or modifications were approved. 

E. FISH AND WILDLIFE SERVICE 

The FWS strives to ensure that fish and wildlife resources, including 
endangered species, receive full and equal consideration during the activities 
associated with the development of Federal coal resources. The FWS gathers 
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and analyzes data related to fish and wildlife resources and development plans 
to identify areas of natural resources conflict and to provide assistance in 
the development of alternatives that avoid and/or minimize losses to fish and 
Wildlife resources as well as provide opportunities for enhancement of these 
resources. 


Most of the FWS involvement in the Federal Coal Management Program consists of 
providing technical assistance to BIM during the planning phase of Federal 
coal leasing and during mining operations and to the OSMRE during reclamation, 
as well as during the restoration of Abandoned Mine Lands (AML). 


The FWS conducts operational as well as research and development efforts on 
fish and wildlife impacted by coal development. Operational activities are 
implemented by its Fish and Wildlife Enhancement field offices located in the 
regions. Data support is provided by the Office of Migratory Bird Management 
and the National Wetlands Inventory. 


Research and development activities are conducted by various divisions of the 
FWS (i.e., Division of Wildlife and Fish Research, and Division of Technical ~ 
Development). Research and development support is furnished by the National 
Ecology Research Center in Fort Collins, Colorado, and other elements of the 
FWS research program. 


In FY 1988, major involvement of the FWS in the Federal Coal Management 
Program at the field level was, for the most part, concentrated in the 
Southwest (Region 2) and in the Rocky Mountain West and Northern Plains 
(Region 6). 


Region 2 reviewed 13 Federal mine plans, 11 State mine plans, and 12 AML 
projects. Twenty-three informal consultations and one formal consultation 
under section 7 of the Endangered Species Act of 1973, as amended, were 
conducted for threatened and endangered species. Field-level technical 
assistance was provided routinely to regulatory authorities and the coal 
industry on recommended fish and wildlife studies, Best Technology Currently 
Available (BICA) practices for fish and wildlife protection, and regulatory- 
compliance procedures. 


Region 6 continues to receive requests for review of mine plan revisions, 
renewals, proposed leases, and State program oversight. With the increased 
effort by the OSMRE to transfer management of SMCRA coal reclamation 
responsibility from Federal permits to State permits, the HWS has. been 
involved in the review of State permits. Emphasis has been on threatened and 
endangered species, but also includes compliance with the Migratory Bird 
Treaty Act and Bald Eagle Protection Act. Where appropriate, Section 7 
consultations have been completed on those mines which cause depletions in 
flow to the Colorado River as a means of protecting Colorado River threatened 
and endangered fish. 


In Utah, the FWS is continuing to work with BIM, the State of Utah, the Bureau 
of Mines, and the FS to solve problems involved with the collapse of 


escarpments and highwalls as a result of longwall mining. These mining 
activities can result in the loss of golden eagle nests. The FWS office in 
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Bismark, North Dakota, and Falkirk Mining Company received the Winning award 
for the State's "Take Pride in America" contest for their cooperative 
development of techniques to create and reclaim wetlands for mitigation of 
those lost to mining. Clinical case studies on prevention and mitigation of 
impacts on raptors continued in Colorado, Montana, Utah, and Wyoming. Results 
of these studies are being reviewed for development of recommendations on 
future projects. 


There was a small degree of involvement in other regions. In the FWS Pacific 
region, the Olympia, Washington Field Office conducted an envirommental review 
of a proposed mine-expansion plan for the WIDCO Centralia coal mine, providing 
comments and an endangered species list. Region 3 (Upper Midwest) had minimal 
involvement in the Federal Coal Management Program because of the small amount 
of Federal coal lands in that region. Four coal mining permits involving the 
Federal Coal Management Program were screened and/or reviewed. Comments and 
recommendations were provided on three of these permits. 


F. DEPARTMENT OF AGRICULTURE - FOREST SERVICE 


The FS has land-management-planning responsibilities for lands under its 
jurisdiction. In addition, the Secretary of Agriculture mst consent to the 
lease terms before a lease can be issued, and must consent to the approval of 


mining and reclamation plans which include Federal coal leases on National 
Forest System (NF) lands. 


The FS effort in FY 1988 included land and resource management planning, 
responding to requests to review lease-by-applications, modifications, 
readjustments, relinquishments, exploration plans, mine plans, and abandoned 
mine land reclamation projects. | 


1. Land and Resource Management Planning - Forest Plans have been completed — 
for those National Forests expected to contain Federal coal except for the 
Bridger—Teton which is expected to be completed during calendar year 1988. 
The other Forests which have a reasonable potential of containing Federal coal 
have approved land and resource management plans. They are: (1) National 
Forests in Alabama; (2) Allegheny in Pennsylvania; (3) Cherokee in Tennessee; 
(4) Custer in Montana; (5) Daniel Boone in Kentucky; (6) Manti-LaSal and (7) 
Fishlake in Utah; (8) George Washington and (9) Jefferson in Virginia; (10) 
Medicine Bow in Wyoming; (11) Monongahela in West Virginia; (12) Shawnee in 
Illinois; (13) Wayne in Ohio; and (14) White River in Colorado. The Forest 
Plans include a report on the application of the Unsuitability Criteria (43 
CFR 3461). 


2. Lease by Application - Lease applications responded to: 
Location Status Quantity 
Daniel Boone Pending if 
Manti-LaSal Pending 2 
Fishlake/Manti-LaSal Pending a 
1 


Medicine Bow Completed 


3. Modifications - Lease modifications responded to: 


Location Status Quantity 
Manti-LaSal Pending ¥ 


4. Readjustments - Lease readjustments responded to: 


Location Status Quantity 
Manti-LaSal Completed 2 
Manti-LaSal Pending 6 
Gunnison Completed 2 
Gunnison/White River Completed 2 


5. Relinquishments - Lease relinquishménts responded to: 


Location Status Quantity 
Jefferson Completed al 
Manti-LaSal * Pending a 
6. Exploration Licenses - Exploration plans responded to: 

Location Quantity 
Manti-LaSal at 
Gunnison dL 
Medicine Bow 1 


7. MLA Mining Plans - MIA mining plans responded to: 


Location Quantity 
Manti-LaSal ds 
Gunnison 1 
‘Medicine Bow 5 
8. SMCRA Mining Permit Reviews - SMCRA mining proposals responded to: 

Location Quantity 
Fishlake. .. 5 
Manti-LaSal 9 
Bridger—Teton al 


G. DEPARTMENT OF JUSTICE 


This section of the report complies with section 8B of the MLA, which 
requires the Attorney General to report to Congress on "competition in the 
coal and energy industries" in conjunction with the DOI report on the Federal 
Coal Management Program. One purpose is to provide the economic analysis that 
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is a necessary foundation for the establishment of coal management policies 
that will promote competition and efficient development in the coal and energy 
industries. The report is to provide the basis for the analysis the DOU 
employs in its review of Federal coal lease issuances, transfers (including 
assignments), and readjustments under section 15 of the FCLAA and consequent 
advice to the Secretary of the Interior on whether any such action would 
"create or maintain a situation inconsistent with the antitrust laws." The 
intention of the report is to serve the dual functions of advising Congress of 
the present state of competition in the coal industry and indicating the 
competitive principles the DOJ applies in reviewing Federal coal lease 
issuances, transfers; and readjustments. 


The first DOJ report, submitted in May 1978, defined relevant product and 
geographic markets and set forth an analytical framework for assessing the 
state of competition in the coal industry. The report found that coal markets 
in the United States were workably competitive. The report also enunciated 
the DOJ's policy of regarding any prospective lease issuance to a lessee with 
a share of uncommitted, non-Federal reserves in the relevant market in excess 
of 15 percent as prima facie inconsistent with the antitrust laws. The 
report gave special attention to the competitive effects of participation in 
the coal industry of firms that also compete in markets for petroleum or 
nuclear fuel. Conditions were set out under which such interfuel integration 
would pose a danger to competition. It was quite clear that these conditions 
were not met in the case of coal/petroleum integration; coal/nuclear fuel 

_ integration was found to pose a somewhat greater competitive danger. 
Accordingly, a more stringent lease review standard was applied to certain 
nuclear fuel companies under which a share of uncommitted, non-Federal 
reserves in the relevant market in excess of 10 percent is considered prima 
facie inconsistent with the antitrust laws. 


In May 1979, the second DOJ report updated several aspects of the first 
report's analysis and analyzed competition in coking-coal markets. To the 
extent the available information permitted reaching any conclusions, coking- 
coal markets were found to be workably competitive. 


The third DOJ report, in November 1980, analyzed the competitive effects of 
railroad participation in western coal markets. The report found that there 
were several conditions that had to be met before participation by railroads 
in the western coal industry could pose a competitive problem. With the 
exception of one railroad, it was found that those conditions were not met. 
In the case of the one exception, Burlington Northern, Inc. it was not clear 
whether the conditions were met. The DOJ concluded that, for reviewing 
Federal coal leases, all railroads would be treated the same as coal 
companies, but leases to Burlington Northern, Inc. would be given special 
scrutiny. 


In March 1982, the fourth DOJ report analyzed the competitive effects of 
participation of electric utilities in the coal industry, and found that there 
was a significant danger that electric utilities could circumvent rate 
regulation through integration into the coal industry. However, whether 
leasing to any particular utility posed a significant competitive danger 
depended on a host of regulatory issues unique to that utility. The 
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conclusion stated that leases to electric utilities would be subjected to 
detailed case-by-case review. 


The DOJ's fifth and sixth reports, submitted in December 1982 and 

April 1983, reconsidered two basic aspects of the first report's analysis. 
The fifth report focused on the delineation of relevant markets in which to 
assess the effects of Federal coal lease issuances. Applying the 
market-delineation principles embodied in the DOJ's Merger Guidelines, the 
report concluded that there are three relevant markets in the area of the 
country in which virtually all Federal coal leasing will occur. Leases in the 
Powder River Region will be analyzed in a market that consists solely of the 
Powder River Region. Leases in the Fort Union Region of Montana and the 
Dakotas will be analyzed in a Northern Plains Market that consists of a 
combination of the Fort Union Region, the Powder River Region, and all other 
coal in Montana and the Dakotas. Leasing in the Denver-Raton Mesa, Green 
River-Hams Fork, San Juan, and Uinta-Southwestern Utah Regions of Colorado, 
New Mexico, Utah, and southern Wyoming will be analyzed in a Southwest Market 
that consists of the states of Arizona, Colorado, New Mexico, Utah, and the 
the Green River-Hams Fork Region in Wyoming. 


Also, the sixth DOJ report developed revised "universe" figures against which 
market shares in these three markets would be measured for the DOJ's lease 
reviews. The universe figures for uncommitted, non-Federal reserves are 56.1 
billion tons in the Southwest Market, 42.7 billion tons in the Norther Plains 
Market, and 17.8 billion tons in the Powder River Market. 


Together, these six reports comprise an analysis of competitive conditions in 
western coal markets and an explanation of the basic determinants of the DOU's 
judgments in its statutory review of proposed Federal coal leases. During the 
past fiscal year, there have been no developments that materially alter the 
analysis or the conclusions contained in these reports. 


Section 15 of the FCLAA also requires the DOI to consult the DOJ "at each ~~ 
| stage in the formation and promulgation of rules and regulations concerning 
coal leasing." DOJ did not advise the Secretary that any of the lease 
issuances, assignments, or readjustments reviewed during FY 1988 would create 
or maintain a situation inconsistent with the antitrust laws. 
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IV. LITIGATION 
A. BIM LITIGATION 


1. Powder River Sale 


Two lawsuits challenged the April 1982 regional coal lease sale for the Power 
River Region. The cases were originally filed in the U.S. District Court for 
the District of Columbia, where a motion for a restraining order against the 
lease sale was denied. On the government's motion, the cases were 
consolidated and transferred to the Federal district court in Montana. The 
court heard arguments in December 1982 on cross-motions for summary judgment 
and motions to dismiss specific allegations. The Montana court then separated 
the cases for decision. 


In Northern Cheyenne Tribe v. Watt, Civil No. 82-116 (D. Mont.), the Tribe 
asserted that the EIS prepared for the sale was deficient because of its 
alleged failure to discuss adequately the effects of the proposed regional 
leasing on the plaintiff's reservation. On May 28, 1985, the court ruled in 
favor of the Tribe and declared void the leases issued as a result of the 
sale. The DOI petitioned the court for reconsideration of its order to cancel 
the leases. The lessees petitioned the court to intervene and for 
reconsideration. The court granted the motions for intervention, stayed its 
cancellation order and enjoined all lease operations. On October 6, 1986, 

the court granted the government's motion and (1) allowed one lessee to mine 
its three mine maintenance leases provided mining did not cause "significant 
socioeconomic impacts" on the Tribe and (2) directed the Secretary to suspend 
the remaining leases pending supplementation of the EIS and appropriate review 
of lease issuance, terms and conditions. The Tribe then appealed the October 
1986 order to the U.S. Court of Appeals for the Ninth Circuit. 


The U.S. Court of Appeals for the Ninth Circuit issued its amended decision on 
July 11, 1988, in which it reversed and remanded the October 6, 1986, order. 
842 F.2d 224. The Ninth Circuit first found that the district court 

its full range of traditional equity power to fashion appropriate injunctive 
relief. The Ninth Circuit then found that the district court did not abuse 
its discretion when it amended its order to suspend the leases rather than 
void them. However, the Ninth Circuit held that the district court failed to 
consider "the public interest on the record" and directed the court to rehear 
arguments on this issue. The Ninth Circuit then found two other defects with 
the injunction. First, it held that the Secretary failed to comply with his 
regulations because the regional coal team did not have sufficient input from 
the Tribe. Therefore,the Ninth Circuit ruled that if the district court 
decides to re-issue an injunction suspending the leases, it must order the 

- Secretary to redo the activity planning in which tracts are identified, 
ranked, analyzed and selected. Second, the Ninth Circuit ruled the injunction 
must prohibit the Secretary from considering the existence of, and investment 
in, the leases when he prepares the supplemental EIS. Finally, the Ninth 
Circuit ruled that the district court had an inadequate record on which to 
determine the costs to the Tribe, the lessee and the public which may result 
from mining or not mining while the supplemental EIS is being prepared. The 
Ninth Circuit ordered the district court to hold an evidentiary hearing on 


39 


this issue. The Ninth Circuit subsequently denied the government's motion for 
rehearing. 


In National Wildlife Federation v. Burford, Civil No. 82-117 (D. Mont.), the 
plaintiff groups challenged the presale procedures and the sale itself. The 
plaintiffs alleged that DOI failed to receive fair market value for the lease 
tracts sold, that the land-use plans underlying the sale acreage were 
formlated in violation of statutory planning standards, that the Secretary's 
rules (and resulting plans) on the treatment of reclaimability in the Federal 
lands review under section 552(b) of SMCRA are legally deficient, that certain 
Changes in the treatment of surface-owner consents were illegal, and that the 
certain tracts were not delineated properly. The State of Wyoming and several 
lessees intervened as defendants. On September 3, 1985, the court mled in 
favor of DOI on the tract delineation and surface-owner consent issues, 
dismissed the allegations concerning reclaimability, and postponed ruling on 
the land-use planning and fair-market-value issues until DOI supplemented the 
administrative record and the parties filed additional briefs. 677 F.Supp. 
1445. On September 22, 1987, the court granted summary judgment in favor of 
the government on the fair-market-value and land-use planning issues. 
Plaintiffs have filed an appeal to the Ninth Circuit (Civil No. 87-4375) on 
the fair-market-value issue. The case is fully briefed, and oral argument is 
scheduled for February 1989. : 


2. Coal Management Rules 


In Natural Resources Defense Council v. Burford, Civil No. 82-2763 (D.D.C.), 
eight groups have joined to challenge the July 1982 revisions to the 

July 1979 coal program rules. The suit seeks: (1) to enjoin implementation 
of the revised coal regulations; (2) to declare the revised regulation — 
improperly issued; and (3) to enjoin any future coal lease sales until the 
reclaimability standard of section 522(a) (2) of the SMCRA is applied to the - 
lease tracts prior to a sale. In support of their lawsuit, the plaintiffs 
allege that DOI, in amending the rules, violated NEPA and various provisions 
of the FCLAA, FLPMA, and SMCRA. The parties filed and fully briefed cross- 
motions for summary judgment. 


After Secretary Hodel announced his decision on the coal program in February 
1986, the court directed the parties to indicate the effect on the case of 
these decisions. The plaintiffs then agreed to dismissal of their NEPA 
allegations and to focus the issues on: (a) the limited use of pre-FLPMA 
land-use plans for coal leasing; (b) public participation in the coal leasing 
program; (c) the policy established in 1979 of determining reclamation 
suitability at the mine-permit stage rather than prior to leasing; (d) the 
diligent development requirements for coal leases issued prior to FCIAA; and 
(e) allowing extension of time to submit a mine plan for reasons beyond the 
lessee's control. Supplemental briefs were filed. 


On November 17, 1988, the court dismissed the case, holding that plaintiffs 


had failed to show that they have the requisite standing to maintain this 
case. Plaintiffs have filed a motion for reconsideration. 
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In NWF/NRDC v. Hodel, Civil No. 88-0301 (D.D.C. February 15, 1988), plaintiffs 
challenge the adoption of regulations which clarified and modified the 
treatment of coal in BIM's land-use planning process, including the 
unsuitability criteria which are used to exclude land from further 
consideration for coal leasing. The regulations, which became effective on 
January 7, 1988, implemented one of the Secretary's February 1986 decisions on 
the Federal Coal Management Programs. 


The lawsuit seeks a declaratory judgment on two counts. First, plaintiffs 
allege DOI violated NEPA because no adequate environmental impact statement or 
environmental assessment was prepared for the proposed or final regulations. 
Second, plaintiffs allege DOI acted arbitrarily and capriciously because the 
final regulations fail to include critically needed new criteria, such as 
reclaimability, wetlands, Class I air-quality areas, and sole-source drinking 
water supplies. Plaintiffs also request an injunction to prohibit DOI from 
issuing any coal leases until its complies with NEPA and the Administrative 
Procedure Act. No action has occurred since the government answered the 
complaint. 


3. First Post —- FCIAA Lease Readjustment 


This is a group of cases relating to the first lease readjustment after 
enactment of the FCIAA, for leases that were issued under section 7 of the 
MILA, which made them subject to the discretionary right of the Secretary to 
readjust the terms and conditions of the leases, including royalty provisions, 
at the end of 20 years "unless otherwise provided by law." (30 U.S.C. 207 
(1970)). In section 6 of FCLAA, Congress amended section 7 of the MIA and 
changed several terms which must be included in Federal coal leases. One of 
the most significant changes was to increase the statutory minimum production 
royalty rate for surface-mined coal from 5 cents per ton to 12-1/2 percent of 
the value of the coal. Amended section 7 did not expressly state that 
pre-FCLAA coal leases were subject to these new terms. The Solicitor, 
however, concluded that DOI is required by law to include the section 6 terms 
added by FCLAA in pre-FCLAA coal leases upon their first post-FCLAA 
readjustment. Solicitor's Opinion M-36939, 88 I.D. 1003 (1981). 


As discussed in section III.A.2. above, BIM notifies lessees of its intent to 
readjust their leases prior to the 20-year anniversary dates. For some leases 
scheduled for readjustment, the proposed terms and conditions were sent 
shortly after the anniversary dates. For other leases, BIM decision on the 
lessee's objections to the proposed terms and conditions was issued after the 
anniversary date. The timeliness of the readjustments and the new terms on ~ 
these leases were affirmed by the IBIA. The suits for judicial review 
followed. 


In FMC Wyoming Corporation v. Hodel, 816 F.2d 496 (10th Cir. 1987), and 
Coastal States Energy Corporation v. Hodel, 816 F.2d 502 (10th Cir. 1987), the 


U.S. Court of Appeals for the Tenth Circuit affirmed all but one of DOI's 
long-standing policies on coal lease readjustments. The Tenth Circuit denied 
petitions for reconsideration on July 8, 1987. On January 25, 1988, the 
Supreme Court denied FMC's petition for certiorari. (108 S. Ct. 772). 
Coastal did not petition. In Lone Star Steel Co. v. Hodel, Civil No. 86-2146 
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(10th Cir. November 23, 1988) and Gulf Oil Corp. et al v. Clark, Civil No. 
87-2137 (10th Cir. December 24, 1987), the U.S. Court of Appeals for the Tenth 
Circuit summarily dismissed appeals and affirmed U.S. District Court 
decisions, relying on its FMC and Coastal States decisions. 


The two principal positions upheld by the Tenth Circuit in FMC and Coastal 
were: (1) notice of intent to readjust the terms of a coal lease issued prior 
to passage of FCLAA which is sent by BIM to the lessee on or before the 
20-year anniversary date of the lease "preserves DOI's right to readjust the 
terms within a reasonable time thereafter" even if the proposed terms are not 
sent or made final until after the anniversary date; and (2) the minimm 
12-1/2 percent production royalty rate added to section 7 by FCLAA for 
surface-mined coal, and other mandatory lease terms added by FCLAA, including 
diligence, must be included in pre-FCLAA coal leases on their first post-FCLAA 
readjustment. 


In Coastal, the court also affirmed as reasonable the 8 percent production 
royalty rate for underground coal under the regulations at 43 CFR 

3473.3-2(a) (3). However, the court then held that the provision of this 
regulation which allows a lesser production royalty rate for underground coal 
of not less than 5 percent, "if conditions warrant," must be considered by DOI 
at the time of readjustment. 


Following the Supreme Court's denial of FMC's petition for certiorari, several 
cases pending within the jurisdiction of the Tenth Circuit were voluntarily 
dismissed. Ark Land Co. v. Hodel, Civil No. 87-2790 (10th Cir. March 31, 
1988); Ark Land Co. v. Hodel, Civil No. 87-0254 (D. Wyo. March 23, 1988); 
Meadowlark Farms, Inc. v. Hodel, Civil No. 87-0024 (D. Wyo. September 30, 
1988) ; Exxon Coal U.S.A., Inc. v. Hodel, Civil No. 87-0088 (D. Wyo. 

October 24, 1988). A fifth case was dismissed and remanded to DOI for further 
consideration consistent with the Coastal decision. Coastal States Energy Co. 
v. Hodel, Civil No. 85-0665 (D. Utah March 2, 1988). 


Agreement was reached with three lessees of underground coal to obtain payment 
of accrued royalty at 8 percent in return for reducing the late payment 
Charges to the amount of interest due if the royalty had been 5 percent. The 
agreements also provide that the leases will be subject to whatever royalty 
rate is adopted for underground coal as a result of the rulemaking in progress 
(see Part II.C., above). These agreements resulted in the dismissal of 
Powderhorn Properties Co. v. Hodel, Civil No. 87-350 (D. Colo. December 8, 


1988), and should result in the dismissal of Coastal States Energy Co., et al. 
v. Hodel, Civil No. 87-0293 (D. Utah). 


Two additional cases within the Tenth Circuit remain pending in district 

court: General Electric Holdings Inc. v. Hodel, Civil No. 87-979 (D. Colo.); 
and Bear Coal Co., Inc. v. Hodel, Civil No. 87-1493 (D. Colo.). Within the 
jurisdiction of the U.S. Court of Appeals for the Ninth Circuit, only one case 
is pending: Western Energy Co. v. Hodel, Civil No. 88-12 (D. Mont.). The 
plaintiff's request for discovery is currently being litigated. A second case 
was dismissed without prejudice on March 25, 1988. Consolidation Coal Co. v. 
Hodel, Civil No. 85-361 (D. Mont.). In three consolidated cases in the United 
States District Court for the District of Columbia, the court, relying on the 
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FMC and Coastal States decisions, summarily affirmed DOI's readjustments in 
the three consolidated cases. Peabody Coal Co., et al. v. Hodel, Civil Nos. 
87-1359, 87-2325, amd 87-2669 (D.D.C. October 11, 1988). All three cases were 
appealed to the U.S. Court of Appeals for the D.C. Circuit. Ome other case 
filed in the District of Columbia is stayed pending the outcome of the appeal 


in Peabody. Exxon Coal U.S.A v. Hodel, Civil No. 88-2402 (D.D.C.). 
4. 10-year Readjustment 


Trapper Mining, Inc. v. Hodel, Civil No. 88-1812 (D. Colo.), presents the 
first judicial challenge to DOI's authority to readjust a pre-FCIAA lease 10 
years after failure to timely readjust the lease. Section 7 of the MIA sets 
out the terms and conditions for coal leases. One such term in the MIA prior 
to the enactment of FCLAA authorized the Secretary to readjust the terms and 
conditions of a lease every 20 years. In section 6 of FCIAA, Congress amended 
this provision of section 7 and authorized the Secretary to readjust coal 
leases every 10 years after the initial 20-year, primary term. The IBIA has 
ruled that this 10-year readjustment provision allows readjustment of a 
pre-FCLAA coal lease 10 years after DOI failed to timely readjust on a 20-year 
anniversary date. The U.S. Court of Appeals for the Tenth Circuit has 
previously held that DOI's failure to notify a lessee prior to the date for 
readjustment of DOI's intent to readjust constituted a waiver of the right to 
readjust. Rosebud Coal Sales Co., Inc. v. Andrus, 667 F.2d 949 (10th Cir. 
1982) . 


5. Alabama Coal Lease Sale 


In Apex Mining Co. and Jerry Williams v. U.S., Civil No. 323-87-L (Cl. Ct.), 
plaintiff seeks to recover the coal lease bonus bids which he paid for five 


federal coal leases in Alabama at 1981 and 1982 coal lease sales. He alleges 
BIM failed to disclose or provide, or ignored, certain information prior to 
the lease sale that was essential to form a contract between the parties. 
The case was still pending at the end of FY 1988. 


6. Section 2(a) (2) (A) of MLA 


In BHP-Utah International v. Hodel, Civil No. 87-1114 (D.D.C. October 17, 
1988), plaintiff challenged its disqualification for future Federal mineral 
lease issuance because it had "held" coal leases for 10 years without 
production of commercial quantities, a requirement under Section 2(a) (2) (A) of 
MIA as amended by Section 3 of FCIAA. Though the plaintiff "assigned" record 
title to Nevada Electric Investment Co., it retained a working interest in the 
leases whereby it had the ability to determine when and under what 
circumstances coal was to be produced, violating the regulations on section 
2(a) (2) (A). Plaintiff ultimately submitted a proposed amendment to the 
assignment agreement which DOI agreed eliminated its interest. The court 
dismissed the case on October 17, 1988, by stipulation of the parties. 


43 


7. Advance Royalty 


In Cyprus Western Coal Co. v. Hodel, Civil No. 88-1748 (D. Colo.), plaintiff 
seeks review of a decision by the Interior Board of Land Appeals (IBLA) which 
affirmed a directive for plaintiff to pay advance royalty in lieu of continued 
Operation on its coal lease. The coal lease was issued in 1975 and contained 
specific continued operation production levels. The lease allowed payment of 
an advance royalty in lieu of this minimum production at a specified rate. 

The lease was also subject to regulations "now or hereafter in force." In 
1976, DOI issued diligence regulations applicable to leases issued prior to 
the FCLAA. (These rules were revoked in 1982.) Plaintiff argues that the 
1976 regulations superseded its lease terms on minimm annual production and 
that under those regulations, it owes no advance royalty. IBLA disagreed and 
held that incorporation of later regulations in a lease only includes 
regulations which are not inconsistent with a specific provision of the lease. 


8. Federal Coal Under Allotted Lands 


Several Navajos owning allotted land in New Mexico have filed a class action 
in Etcit et al. v. United States, et al., Civil No. 83-1408C (D. New 
Mexico, filed August 31, 1983), seeking inter alia, a declaration of rights 
for all Navajo Indians who hold beneficial title to any interest in allotted 
lands in New Mexico held in trust by the United States, where the trust patent 
states that the United States reserves any coal interest. Plaintiffs 
primarily claim that the mineral reservations in the patents were made 
contrary to the Dawes Act authorizing the allotments. A class has been 
certified for this issue. They also claim that they are entitled to a 
supplement patent for lands conveyed with the coal reservation, pursuant to 
the Act of April 14, 1914, 30 U.S.c. 82 (1982), where lands covered by the 
trust patents were subsequently classified as non-coal in character. 
Codefendants include holders of PRLAs for the Federal coal underlying the 
allotted surface. Various procedural motions are pending with the court. 


9. Alluvial Valley Floor Ex e 


Whitney Benefits, Inc. v. Hodel, Civil No. 84-0193 (D. Wyo.) and Whitney 
Benefits, Inc. v. United States, Civil No. 499-83 (Ct. Cl.), arise from the 
same set of facts. Plaintiff owns a tract of coal in Wyoming for which it has 
pursued an exchange under SMCRA. A portion of the tract has been deemed 
unsuitable for mining due to its location in an alluvial valley floor. In the 
district court case, plaintiff seeks to compel an exchange. The court found 
for plaintiff that BIM had unduly delayed and ordered that the exchange be 
completed by August 31, 1985. The BIM then determined that the coal had a 
negative value of 79 million dollars and declined to proffer Federal coal in 
exchange. On December 3, 1985, the District Court for the District of Wyoming 
ruled that the exchange must be completed. (Civil No. 84-0193). The BIM has 
tendered a tract of Federal coal to the plaintiff in compliance with the 
court's order. Plaintiff objected to the tender as insufficient. The case is 
now stayed pending a decision by the Claims Court. In the Court of Clains, 
plaintiff seeks compensation for the "taking" that occurred as a result of 
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the location of its land in an AVF and thus rendered unminable under SMCRA. 
A decision in this case is expected in early 1989. 


10. Other Exchanges Involving Coal Lands 


Three land exchanges which BIM has negotiated with railroad affiliates are the 
subject of litigation by the National Coal Association (NCA). One is also the 
subject of litigation by Northern Plains Resource Council. In its lawsuits, 
NCA argues that (1) the exchanges are not within the contemplation of section 
206 of FLPMA, 43 U.S.C. 1716; (2) the exchanges are barred by section 2(c) of 
MIA, 30 U.S.C. 202, which regulates issuance of coal leases to common-carrier 
railroads; and (3) FLPMA requires consideration of the impact of the proposed 
exchanges on competition in the coal industry. The "Corral Canyon" exchange 
in Wyoming involved Rocky Mountain Energy Co., a subsidiary of Union Pacific 
Corp. The U.S. Court of Appeals for the D.C. Circuit ruled in DOI's favor on 
all issues. National Coal Association v. Hodel, 825 F.2d 523 (D.C. Cir. 
1987). 


The "Circle West" exchange in Montana involves Meridian Land and Mineral Co., 
a subsidiary of Burlington Northern, Inc. The U.S. District Court for the 
District of Montana has held that NCA is collaterally estopped from litigating 
in the Montana Federal court the issues it lost in the District of Columbia 
federal court. National Coal Association v. Hodel, Civil No. 85-115 (D. Mont. 
October 28, 1987). The Northern Plains Resources Council, in its case 
challenging the "Circle West" exchange, alleges that in consummating the 
exchange the Secretary did not comply with NEPA, the planning, public 
interest, and equal-value requirements of FLPMA, and the Administrative 
Procedure Act. Northern Plains Resource Council v. Hodel, Civil No. 85-150 
(D. Mont.). This case was consolidated with NCA's challenge to the "Circle 
West" exchange. The Montana district court ruled in the government's favor on 
these issues. Northern Plains Resource Council has filed an appeal to the 
U.S. Circuit Court of Appeals for the Ninth Circuit where the matter is now 


pending. 


The "Lee Ranch" exchange in New Mexico involves the Cerrillos Land Co., a 
subsidiary of Santa Fe Industries. National Coal Association v. Hodel, Civil 
No. 87-1015 (D. N.M., filed August 10, 1987). On April 14, 1988, the court 
granted a joint motion for dismissal without prejudice. 


B. MMS ROYALTY LITIGATION 


1. Collection of Accrued Royalty 


In Arch Mineral Corp. v. Hodel, Civil No. 88-0113 (D. Wyo.), plaintiff 
challenges DOI's authority to collect royalty which accrued while plaintiff 
challenged the readjustment of its coal leases. Plaintiff first argues that 
the Secretary is barred from seeking unpaid royalties by DOU's failure to 
file a compulsory counterclaim in Arch's earlier lawsuits challenging the 
readjustment of the royalty rates on its coal leases: Second, plaintiff 
argues that the Secretary cannot collect unpaid royalties because he has 
failed to issue regulations under the Debt Collection Act. Finally, 
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plaintiff raises several issues concerning the value of its coal for royalty 
purposes which are also the subject of an administrative appeal to the 
Director, Minerals Management Service. 


C. OSMRE FEDERAL LANDS LITIGATION 


1. In Re: Permanent Surface Mining Regulation Litigation II, Civil No. 


79-1144 (D. D.C.) 


Several environmental groups, industry groups, and States challenged the 
Secretary's regulations promulgated to implement SMCRA. The lawsuits were 
consolidated and the U.S. District for the District of Columbia has issued 
several decisions on different aspects. 


On July 6, 1984, the district court issued a decision holding that portions of 
the Secretary's regulations governing Federal lands were inconsistent with the 
SMCRA and remanded those regulations to the Secretary for further action 
consistent with the court's decision. Specifically, the court invalidated the 
Secretary's regulation, 30 CFR 740.5, which limited the Secretary's approval 
of mining plans filed for Federal coal leases to the portion demonstrating 
compliance with the MIA and BIM regulations. The court held that the 
Secretary must review and approve the operation and reclamation plan portions 
of permit applications under SMCRA as part of the MIA-required plan. 


As part of its decision dated January 29, 1988 (839 F.2d 694), the U.S. Court 
of Appeals for the District of Columbia Circuit reversed this holding of the 
district court. The court held that SMCRA allows the Secretary to delegate the 
permitting process for mining operations on a Federal lease to States through 
the cooperative agreement process. The Secretary must reserve BIM's authority 
to approve the MIA "mining plan" which demonstrates the lessee's compliance 
with the requirements of the MIA. The court ruled however that these MIA 
requirements were not amended or modified in any way by SMCRA. 


2. Unsuitability Determination 


In Utah International Inc. v. Hodel, Civil No. 782-86 (Cl. Ct.), plaintiff 
Seeks compensation for a "taking" of its Federal and State coal leases or, in 
the alternative, an alleged breach of its federal coal lease contracts for 
coal leases in southwestern Utah. Secretary Andrus had determined that the 
leases were unsuitable for development in response to a petition filed under 
Section 522 of SMCRA. The case is in the preliminary stages of trial 
preparation. 
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V. MAJOR ISSUES FOR 1989 
A. R®GIONAL LEASING OUTLOOK 


There was no competitive regional Federal coal leasing in FY 1988. This was a 
reflection of coal market conditions, the limited interest of the industry in 
acquiring new mine tracts, and the BIM's continued emphasis on administering 
existing coal leases and processing lease exchanges and coal PRIAs. 


As a result of the limited interest in new leasing expected in the next few 
years, all of the regional coal teams (RCTs) except the Power River RCT have 
recommended (and the BIM Director has approved) decertification of their 
respective Federal coal production regions in FY 1988. Such action results in 
a shift from regional coal leasing to leasing by application in the regions. 
The RCTs will continue to operate in the decertified regions, providing advice 
to BIM State Directors on lease application issues, processing of PRIAs and 
lease exchanges, and other regional coal-related matters. Each RCT will also 
monitor coal market conditions in their region. Should market conditions 
improve in the future, the RCTs will meet and, if appropriate, recommend a 
return to the regional coal leasing mode, as provided by their respective RCT 


During FY 1989 BIM will continue to process coal PRIAs. Some PRIAs are 
awaiting the preparation of EISs in accordance with the revised processing 
procedures, others are awaiting the submission of additional final showing 
information, and still others are awaiting the completion of final showing 
analyses under the so-called "fast track" rejection procedures. See Table 2 
for coal PRIA activity during FY 1988. 


C. SECTION 2(a)2(A) OF MIA 


Section 2(a) (2) (A) of MLA provides that no Federal lease may be issued under 
the MIA to any entity that holds, and has held for 10 years, a Federal coal 
lease that is not producing in commercial quantities. The deadline for 
compliance was December 31, 1986. The BIM is required to ensure compliance 
for all subsequent onshore leasing actions pursuant to the MIA. The BIM 
monitors lessee compliance with Section 2(a) (2) (A) on a monthly basis, or more 
frequent if necessary, as across-check against self-certification statements 
that are submitted to BIM as part of lessee qualification. 


In FY 1988, one bill (S. 1120) addressing Federal coal management issues was 
still under consideration in Congress. If enacted, the bill would have 
amended Section 2(a) (2) (A), among other FCIAA provisions, including diligence. 
The bill would have limited the Section 2(a) (2) (A) lessee-qualification 
provision to Federal coal leases that had not been mined out. The bill 
generally would have required lessees wishing to hold Federal coal leases for 
more than 10 years to pay a holding fee on noncompliance Federal coal leases. 
The DOI has supported the addition of an optional holding fee that current 
lessees may elect to pay on noncompliance Federal coal leases existing on or 
after December 31, 1986. The holding fee would be a provision of all new and 
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readjusted leases. The DOI has recommended against the two different concepts 
of escalating payments in lieu of production for diligent development in years 
11 through 20. A similar bill (S. 2325) was introduced in Congress in FY 
1988. However, neither bill was reported out of subcommittee. 


At the end of FY 1988, there were 91 lessees-of-record, with affiliates, 
holding 109 noncompliance coal leases. 


D. Regulations on Coal Lease Readjustments 


The rules at 43 CFR 3451 set out the general requirements for the readjustment 
of Federal coal leases that BIM utilizes in implementing the statutory 
mandates of the MIA. Revisions to that rule were published as a final 
rulemaking on September 26, 1988 (53 FR 37296). These revisions provide: 
(1)that Federal coal lessees shall not be permitted to file objections to 
those readjusted lease terms and conditions that are mandated by statute or 
required by regulation; and (2) that readjusted rental and royalty rates are 
due and payable as of the effective date of the lease readjustment and are no 
longer allowed to accrue during the pendency of an appeal to the IBIA. The 
final rulemaking did not alter the ability of a lessee to object to 
discretionary lease readjustment terms or conditions. Implementation of these 
revisions will occur in FY 1989. 


E. Revisions to Federal Coal Management Rules (43 CFR Group 3400) 


The BIM began drafting proposed revisions to the Federal Coal Management Rules 
(43 CFR Group 3400) during FY 1988. Some revision is necessary based on 
issues that have arisen during the last 6 years since the mules were published 
final. 


The revisions pertain primarily to operations issues, but will also impact 
several other aspects of the Federal Coal Management Program. There will be 
minor grammatical changes to Part 3400--General and 3410--Exploration Licenses 
as well as an overall consolidation and restructuring of the rules. The 
primary areas of consideration are 43 CFR Part 3450--Management of Existing 
leases (lease readjustmnents, cancellations and relinquishments); Part 
3470——Coal Management Provisions and Limitations (e.g., rent, royalty, and 
bonding); and Part 3480--Coal Exploration and Mining Operations (e.g., 
diligent development, continued operation, and advance royalty). 


F. Underground Coal Royalty Rate 


During FY 1987, DOI initiated a study to determine the appropriate royalty 
rate to be applied to underground coal leases. The BIM published a proposed 
rulemaking in the Federal Register on July 29, 1988, to change the 
underground royalty rate to a flat rate between 5 and 8 percent. Comments 
were requested from the public with regard to a royalty rate for coal mined by 
underground methods. The change evolved from the ruling in the Coastal 
decision. The proposed rulemaking would eliminate the "if conditions warrant" 
test. The BIM anticipates publishing a final rulemaking establishing a flat 
royalty for coal to be mined by underground methods in FY 1989. Policy 
guidance necessary to implement this regulatory change will also be issued. 
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G. Section 7 of MIA 


By regulation, the conditions of diligent development and continued operation 
are satisfied by production in commercial quantities. Commercial quantities 
is also defined in regulation as being 1 percent of the recoverable coal 
reserves. Also, by regulation, the "operations and reclamation plan" of 
Section 7(c) of the MILA has been termed the "resource recovery and protection 
plan." This is because the title more accurately reflects the mandate of MIA 
which requires maximum economic recovery of the coal. Approval of a resource 
recovery and protection plan is an assurance that the proposed mining 
operations will satisfy the requirements of MIA for the life-of-the-mine. 
However, authorization to commence mining operations requires obtaining 
approvals from all necessary Federal, state, and local authorities. 


If enacted, S. 1120, previously mentioned, would have allowed the 10-year 
diligent development period to have been extended through "a substantial 
investment" or through the annual payment of "diligent development advance 
royalties based on the production royalty which would otherwise be paid and 
assessed on assumed annual production of 0.3 percentum of total recoverable 
reserves."" "Substantial investment" would have been defined as an 
expenditure of "not less than 5 cents per ton of recoverable coal reserves for 
exploration or planning under the lease or for development and construction of 
operating facilities in the mine plan area for mining on the lease, or any 
combination of the foregoing, together with submission of an application for 
approval of a permit to mine, issued according to section 506 of SMCRA, 
containing information addressing each application requirement of the 
applicable regulatory program administered according to SMCRA and containing 
all information necessary to initiate processing and public review." 


If the Federal coal lease was still not producing at the end of 15 years, it 
would be terminated unless the lessee wished the Federal coal lease to be 
extended by making a substantial investment in the lease and through payment 
of diligent development advance royalties based on the production royalty 
which would otherwise be paid and assessed on assumed annual production of 0.7 
percent of the total recoverable reserves. The bill would have also 
eliminated the 3-year resource recovery and protection plan requirement, 
allowing the MIA plan to be submitted at the time that a permit application 
package is submitted according to SMCRA. 


In summary, S. 1120 would have required lessees wishing to hold a Federal coal 
lease for more than 10 years to pay a holding fee on noncompliance Federal 
coal leases. 


Based on the number of Federal coal leases that have been issued, readjusted, 
or modified since enactment of FCLAA and that are not yet or are no longer 
producing, it is estimated that 6 Federal coal leases could terminate in CY 
1989, 18 in CY 1990, 18 in CY 1991, and 13 in CY 1992. This estimate is 
predicated on the assumption that these Federal coal leases will continue to 
remain in a nonproducing status until the 10 years has expired. 
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H. Internal Control Review (ICR) on I&E/PV 


In FY 1989, BIM plans to continue the ICR of the I&E/PV program begun in FY 
1988. The ICR is being conducted in accordance with OMB A-123 procedures and 
is being conducted in conjunction with the ongoing SMAT visits. 


I. Regional Royalty Rate Reductions 


The BIM published in the Federal Register on August 5, 1988, a Notice of 
proposed action to add a new category to the royalty rate reduction guidelines 
under which an application for a royalty rate reduction could be filed: 
the"regional royalty rate differential" category. The purpose of the category 
is to allow for evaluation of a reduction based on the differential between 
Federal and non-Federal royalty rates under conditions where Federal coal is 
being bypassed or remain undeveloped due to a higher Federal royalty rate in 
those areas where Federal coal does not dominate the market. Adoption of this 
new category for reductions due to royalty rate differentials is under 
consideration by BLM. 
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TABLE A=-1 


FEDERAL COAL LEASES ISSUED DURING FY 1988 


Estimated 
Effective Tract Serial Recoverable Royalty Bonus 
State Lease Date Lessee (s) Name Number Acreage Reserves Rate Bid 
(Mil. Tons) (Percent) ($/ Acre) 
Alabama 07/01/88 Chevron USA, ES36413 120 0.850 8.0 416.67 


Inc e 


La eee ee 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral Operations, 


Solid Leasable Minerals System, September 30, 1988. 


TABLE A-2 


LEASES SOLD IN ALL LEASE-BY-APPLICATION SALES 
(January 1979 through September 1988) 


Estimated 

No. of Total Recoverable Total High 
State Tracts Acres Reserves* Bonus_ Bids 
Alabama 6 2,090 2.86 $ 208 ,025.00 
Colorado 15 6,706 50.36 1,226,042.20 
Kentucky 6 5,146 12.41 493,030.00 
Montana 5 1,538 47.86 135,700.00 
New Mexico 2 4,016 76.28 118,592.00 
North Dakota 6 2,688 27.46 129,500.00 
Oklahoma 5 1,688 3.81 227,186.50 
Utah 8 4,607 48.51 4,066,277.00 
Virginia 1 251 0.30 27,610.00 
Wyoming Ay] 12,710 157.77 3,283,588.00 
Total all 61 41,440 427.62 $.9;915,550.,7/0 


*Million tons 
Source: U.S. Department of the Interior, Bureau of Land Management, Division 


of Solid Mineral Operations, Solid Leasable Minerals System, 
September 30, 1988. 
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TABLE A-3 


LARGEST 15 FEDERAL COAL LESSEES RANKED BY 
ACREAGE: SEPTEMBER 30, 1988 


Number of 
Lessee Acreage Leases 
AMCA Coal Leasing, Inc. 43,126 26 
Consolidation Coal Co. 33,312 1y¥, 
Utah Power & Light Co. 29,350 sO 
Nevada Electric Investment Co. 29,299 31 
Swanton Energy Res. Inc. 27,659 16 
5M Inc. 22,683 12 
Whittington, H.M. et al 20,701 al 
Chevron USA, Inc. 19,839 18 
Kaiser Coal Corp. 19,497 13 
Peabody Coal Co. 17,587 6 
Dorchester Coal Co. 15,804 3 
Salt Creek Mining Co. 14,929 6 
Black Butte Coal Co. 14,902 i 
Western Minerals Inc. 14,770 5 
Pacificorp 13,683 10 


eo eee EE Eee 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, 


Division of Solid Mineral Operations, Solid Leasable Minerals System, 
September 30, 1988. 
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TABLE A-4 
FEDERAL COAL LEASES ISSUED SINCE FISCAL YEAR 1978 
BY FISCAL YEAR 


S88 eee 


Estimated 
Total Recoverable 
Number of Total Acreage Reserves Of 
Issued Leases Of Issued Leases Issued Leases 
(In Mil. Tons) 
FY 1978 2 574 3.42 
BY 1979 ibs} 9,062 70.78 
FY 1980 14 10,376 135.165 
FY 1981 US 33,398 295.63 
FY 1982 40 84,283 1,406.87 
FY 1983 21 28 , 609 996.07 
FY 1984 6 6,595 WOo sly 
FY 1985 6 1,473 6-23 
FY 1986 q 15,065 124.07 
FY 1987 6 2,015 1253 
FY 1988 1: 120 0.85 
Total 131 192 ,050 SB iZ2neo 


TABLE A-5 
FEDERAL COAL LEASES SOLD SINCE FISCAL YEAR 1978 
BY FISCAL YEAR 


Estima 
Total Recoverable 
Number of Total Acreage Reserves Of Total High 
Leases Sold Of Leases Sold Leases Sold Bonus Bids 
(In Mil. Tons) (In Dollars) 
FY 1978 4 1,490 7.04 $104,801 
FY 1979 14 11,154 106.10 960,042 
FY 1980 12 8,465 100.57 564,780 
FY 1981 25 Bi peuu 298.73 26,150,862 
FY 1982 28 41,097 1,417.83 14,588, 16S 
FY 1983 8 7,456 482.47 25,468,204 
FY 1984 4 5,655 39.60 9,767,959 
FY 1985 9 2,876 VOe2e A25 7952 
FY 1986 6 6,180 33.88 2,537,760 
FY 1987 2 454 3.76 134,431 
FY 1988 a 120 0.85 50,000 
- Total 113 122,224 2, 50L.05 143, 702,959 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of 
Solid Mineral Operations, Solid Leasable Minerals System, September 30, 1988. 
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TABLE A-6 


TOTAL UNITED STATES COAL PRODUCTION AND FEDERAL PRODUCTION 
BY STATE: FISCAL YEAR 1988 


Production in FY 1988 


State U.S. Federal 
(Million Tons) (Million Tons) 

Total 9597512 187,079 
Alabama 25,324 8) 
Alaska 1,645 0) 
Arizona 11,403 10) 
Arkansas 84 6) 
Colorado 14,190 9,236 
Illinois 61,216 0 
Indiana 33,209 6) 
Iowa 389 0 
Kansas 1,678 6) 
Kentucky 162,020 136 
Louisiana 2,863 0 
Maryland 3,403 0 
Missouri 4,470 0 
Montana 41,149 20,525 
New Mexico 20,790 87077 
North Dakota 27,855 4,846 
Ohio 34,810 ) 
Oklahoma 2,897 0 
Pennsylvania 79,345 0 
Tennessee 6,262 0 
Texas 51,788 

Utah 18,279 15,364 
Virginia 47,769 0 
Washington 4,904 420 
West Virginia 142,913 0 
Wyoming 158,857 133,407 


SOURCE: Total U.S. Production - Department of Energy, Energy Information 
Administration. 


Federal Production - Department of the Interior, Minerals 
Management Service, Royalty Management Program. 
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TABLE A-7 


ROYALTY REVENUES FROM FEDERAL COAL LEASES, 


BY STATE: FY 1981 TO FY 1988 

FY FY FY FY FY FY FY FY 

1981 1982 1983 1984 1985 1986 1987 1988 
Total $40,280,418 $61,062,456 $56,666,428 $57,797,590 $104,597,046 $101,144,698 $142,336,808 $169,430,476 
Alabama 0 3,686 175,600 58,633 0 0 0 0 
Alaska 0 0 0 0 0 0 0 0 
Colorado 11,952,875 13,170,861 12,270,325 13,121,474 17,331,963 20,032,273 15,031,721 13,674,183 
Kentucky 0 0 0 0 0 ; 0 0 280,607 
Montana 3,922,771 8,782,544 13,681,669 7,533,527 14,625,338 17,853,566 38,986,165 36,636,360 
New Mexico 3,440,772 7,841,138 5,000,506 6,623,975 23,884,620 15,402,285 10,325,319 10,134,177 
North Dakota 101,677 745,253 2,106,051 1,477,787 6,344,295 6,669,614 5,365,814 4,709,133 
Oklahoma 1,009,820 1,110,490 606,141 147,678 32,699 54,282 0 24,696 
Utah 5,094,133 5,833,291 7,611,949 6,004,792 14,316,916 12,325,802 19,721,301 25,318,980 
Virginia 0 0 0 41,110 90,271 0 0 0 
Uae naton 0 13,115 46,149 139,948 79,729 130,826 117,287 94,177 
Wyoming 14,758,370 23,562,078 15,168,038 22,648,666 27,891,215 28,676,050 52,789,201 78,558, 163 
oN SE ee ee ee ee ee ee 
NOTE: Details may not add to totals due to rounding. The statistics for FY 1988 represent production and royalty 


reported during FY 1988 and adjustments made during FY 1988 for prior periods. 


The FY 1988 royalty management 


statistics may not represent actual production achieved in FY 1988 for the royalty accrued on that production due 


to adjustment for previous years. 


SOURCE: 


These data are unpublished. 


U.S Department of the Interior, Minerals Management Service, Royalty Management Program. 
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TABLE A-8 


PRODUCTION FROM FEDERAL COAL LEASES, 
BY STATE: FY 1981 TO FY 1988 
THOUSAND TONS 


FY FY FY FY EY FY FY FY 

1981 1982 1983 1984 1985 1986 1987 1988 
Total 94,645 104,430 105,449 104,150 162,189 163,900 168,027 187,079 
Alabama | 0 2 105 33 0 0 0 0 
Alaska 0 0 0 0 0 0 0 0 
Colorado 11,452 9,157 10,795 9,927 10,380 10,121 8,765 9,236 
Kentucky 0 0 0 0 0 0 0 136 
Montana 15,402 25,195 11,574 14,520 24,031 22,433 22,864 20,525 
New Mexico 8,873 4,847 2,290 3,048 5,145 4,825 3,225 3,077 
North Dakota 200 1,190 2,253 1,311 6,271 6,853 6,057 4,846 
Oklahoma 277 246 101 33 29 47 0 68 
Utah 8,577 7,892 10,124 6,128 11,438 9,480 12,853 15,364 
Virginia 0 0 0 14 32 0 0 0 
Washington 0 66 231 700 326 654 554 420 
Wyoming 49,864 55,835 67,976 68,436 104,537 109,487 113,709 133,407 


—_—_—————_..X — —n—<—_ae 


NOTE: The statistics for FY 1988 represent production and royalty reported during FY 1988 and adjustments made 
during FY 1988 for prior periods. The FY 1988 royalty management statistics may not represent actual production 
achieved in FY 1988 due to adjustments for previous years. Estimated in part. This data is unpublished. 


SOURCE: U.S. Department of the Interior, Minerals Management Service, Royalty Management Program. 


TABLE A-9 


FEDERAL COAL PRODUCTION, PRODUCTION VALUE, AND ROYALTY VALUE 
FY 1973 THROUGH FY 1988 


Coal Production Royalty 
Fiscal Year Production Value Value 
(Thousand Tons) (Thousand Dollars) (Thousand Dollars) 
1973 14,033 65,548 $2,199 
1974 20,631 106,536 3,374 
1975 26,897 168 , 727 4,857 
1976 33,387 268 , 056 6,424 
1977 50,355 433,600 9,853 
1978 58,787 550,864 12 7372 
1979 59,141 699,234 16,119 
1980" &2 71,958 862,817 24,569 
1981 94,645 1,198,764 40,280 
1982 104,430 1,546,322 61,062 
1983 105,449 1,550,462 56, 667 
1984 104,150 1,401,488 57,797 
1985 162,189 2,374,138 104 , 597 
1986 163,900 2,321,430 101,145 
1987 168 , 027 2,616,056 142,337 
1988 187,079 27 D037250 169,430 
| SOURCE: U.S. Department of the Interior, Geological Survey, Federal and 


Indian Lands Coal, Phosphate, Potash, Sodium, and other Mineral 
Production, Royalty Income, and Related Statistics, June 1981, 
for data for FY 1973-1975. Data for succeeding Fiscal Years is 


unpublished and is from Minerals Management Service, Royalty 
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TABLE A-10 


READJUSTMENTS AND ASSIGNMENTS DURING FY 1988 
AND PENDING ASSIGNMENTS 
BY STATE: SEPTEMBER 30, 1988 


errr > Over EEE 


No. of Leases 


No. of Leases No. of Leases Readjusted in FY 1988 No. of Leases No. of Leases 

Due for Readjustment Readjusted and Pending Appeal Assigned in Pending Assignment 

State in FY 1988 in FY 1988 at_end of FY 1988* FY 1988 at_end of FY 1988 
TOTAL 46 46 8 5 16 
Alabama 0 0 0 2 0 
Colorado 8 8 6 1 12 
Kentucky 0 0 0 1 0 
Montana 1 il 0 0 0 
New Mexico 0 0 0 0 0 
North Dakota 1 1 0 0 0 
Oklahoma 3 3 0 0 0 
Utah 18 18 1 1 2 
Wyoming 15 i 1 0 2 


* Includes those leases with readjustments under appeal to the Interior Board of Land Appeals or in Court. 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral Operations, 
September 30, 1988. 


se 


TABLE A-11 
RELINQUISHMENTS AND MODIFICATIONS DURING FY 1988 


AND PENDING RELINQUISHMENTS AND MODIFICATIONS 
BY STATE: SEPTEMBER 30, 1988 


eee 


No. of Leases No. of Leases 
No. of Leases Total Acreage Pending No. of Leases Pending 
Relinquished of Relinquished Relinquishment Modified Modifications ' 
State During FY 1988 Leases at_end of FY 1988 During FY 1988 at_end of FY 1988 
TOTAL 15 19,891 28 7 3 
Colorado 3 499 7 0 0 
Kentucky 1 409 2 0 0 
Montana 0 0 0 0 0 
New Mexico 1 41 9 1 1 
North Dakota 3 3,592 0 0 0 
Oklahoma Zz 6,310 0 0 1 
Oregon 2 4,874 0 0 0 
Utah 2 39/5 10 3 0 
Virginia 1 25) 0 0 0 
Wyoming 8) 0 0 1 1 


a 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral Operations, 
September 30, 1988. 


TABLE A-12 


READJUSTMENTS ON FEDERAL COAL LEASES 
FROM FY 1984 THRU FY 1988 


—_— rr eee eae eee 


No. of Leases No. of Leases No. of Leases No. of Leases No. of Leases 

Readjusted Readjusted Readjusted Readjusted Readjusted 

State in FY 1984 in FY 1985 in FY 1986 in FY 1987 in FY 1988 
TOTAL 34 39 49 60 46 
Colorado 9 14 7 12 8 
Montana 5 1 2 1 1 
a New Mexico 3 1 0 5 0 

o>) 

North Dakota 1 0 1 0 1 
Oklahoma 1 1 1 2 3 
Utah 10 14 36 33 18 
Wyoming 5 5 2 uf 15 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral 
Operations, September 30, 1988. 
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TABLE A-13 


RELINQUISHMENTS ON FEDERAL COAL LEASES 
FROM FY 1984 THRU FY 1988 


eS 


No. of Lease No. of Lease No. of Lease No. of Lease No. of Lease 
Relinquishments Relinquishments Relinquishments Relinquishments Relinquishments 
State in FY 1984 in FY 1985 in FY 1986 in FY 1987 in FY 1988 
TOTAL 9 17 31 52 15 
Alabama 0 1 0 0 0 
Colorado 5 3 4 27 3 
Kentucky 0 0 0 0 1 
Montana 0 1 0 2 0 
New Mexico 1 0 0 2 1 
North Dakota 0 OR 1 3 3 
Oklahoma 0 5 3 1 2 
Oregon 0 0 0 0 2 
Utah 2 3 8 9 2 
Virginia 0 0 0 0 1 
Wyoming 1 5 14 8 0 


a 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral 
Operations, September 30, 1988. 
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TABLE A-14 


ASSIGNMENTS ON FEDERAL COAL LEASES 
FROM FY 1984 THRU FY 1988 


a 


No. of Lease No. of Lease No. of Lease No. of Lease No. of Lease 

Assignments Assignments Assignments Assignments Assignments 

State in FY 1984 in FY 1985 in FY 1986 in FY 1987 in FY 1988 
TOTAL 37 41 50 48 5 
Alabama 0 0 0 0 2 
Colorado 6 u 6 8 1 
Kentucky 0 1 0 0 1 
Montana 0 0 1 1 0 
New Mexico 0 6 4 0 0 
North Dakota 3 0 0 0 0 
Oklahoma 5 1 0 1 0 
Utah 21 22 38 35 1 
Wyoming 2 4 1 3 0 


SOURCE: U.S. Department of the Interior, Bureau of Land Management, Division of Solid Mineral 
Operations, September 30, 1988. 


GLOSSARY 


Abandoned Mine Land 


- Alluvial Valley Floor 


Best Technology Currently Available 
Bureau of Land Management 

Code of Federal Regulations 

Department of the Interior 

Department of Justice 

Environmental Impact Statement 

Federal Coal Leasing Amendments Act 
Federal-State Coal Advisory Board 
Federal Land Policy and Management Act 
Federal Register 

Forest Service (USDA) 

Fish and Wildlife Service 

Federal Oil and Gas Royalty Management Act 
Fiscal Year 1988 (October 1, 1987 
through September 30, 1988) 

General Accounting Office 

U.S. Geological Survey 

Inspection & Enforcement/Production Verification 
Interior Board of Land Appeals 

Logical Mining Unit 

Land-Use Plan 

Management Framework Plan 

Mineral Leasing Act 

Minerals Management Service 

Minerals Management Service-Royalty 
Management Program 

Memorandum of Understanding 

National Water Data Exchange System 

National Coal Resources Data System 

National Environmental Policy Act 

National Forest 

New Source Review 

Office of Surface Mining Reclamation and 
Enforcement 

Office of Technology Assessment 
Preference Right Lease Application 

Regional Coal Team 

Regional Evaluation Team 

Royalty Management Advisory Committee 

Resource Management Plan 

Resource Recovery and Protection Plan 
Secretarial Issue Document 

Solid Leasable Minerals System 

Solid Minerals Assistance Team 

Surface Mining Control and Reclamation Act 
State Regulatory Authority 

Technical Procedures Review 

United States Department of Agriculture 
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ALASKA: 


ARIZONA: 


BIFC: 


CALIFORNIA: 


COLORADO: 


EASTERN 
STATES: 


IDAHO: 


(#0003A) 


STATE 


BUREAU OF LAND MANAGEMENT 
WASHINGTON, D.C. 20240 


OF FICES 


222 W. 7th Avenue, #13 

Anchorage, AK 99513-7599 

Michael Penfold, State Director 
David Vickery, Public Affairs 
(907) 271-5555/FTS (907) 271-5555 


3707 N. 7th Street 

P.O. Box 16563 

Phoenix, AZ 85011 

Vacant, State Director 

Gordon Warren, Public Affairs 
(602) 241-5504/FTS 261-5504 


Boise Interagency Fire Center 
3905 Vista Avenue 

Boise, ID 83705 

Jack Wilson, State Director 
Arnold Hartigan, Public Affairs 
(208) 389-2457/FTS 554-2457 


2800 Cottage Way, E-2841 
Sacramento, CA 95825 

Ed Hastey, State Director 
Tony Staed, Public Affairs 
(916) 978-4746/FTS 460-4746 


2850 Youngfield Street 
Lakewood, CO 80215 

Vacant, State Director 
Marta Witt, Public Affairs 
(303) 236-1700/FTS 776-1700 


350 S. Pickett Street 
Alexandria, VA 22304 

Curtis Jones, State Director 
Bob Ward, Public Affairs 
(703) 461-1369 


3380 Americana Terrace 
Boise, ID 83706 

Del Vail, State Director 
Jack Sept, Public Affairs 
(208) 334-1771/FTS 554-1771 


MONTANA: 


NEVADA: 


NEW 


MEXICO: 


OREGON: 


PTC: 


UTAH: 


WYOMING: 


AME Paes am 


° e u 
United States Department of the Interior Mixa ===== 


IN REPLY REFER TO: 


September 18, 1989 


222 N. 32nd Street 

P.O. Box 36800 

Billings, MT 59107 

Marvin LeNoue, State Director 
Trudie Olson, Public Affairs 
(406) 255-2913/FTS 588-7913 


850 Harvard Way 

P.O. Box 12000 

Reno, NV 89520 

Ed Spang, State Director 


‘Robert Stewart, Public Affairs 


(702) 328-6386/FTS 470-6386 


120 Post Office and Federal Bldg. 
P.O. Box 1449 

Santa Fe, NM 87504-1449 

Larry Woodward, State Director 
Lynda Dubrow, Public Affairs 
(505) 988-6316/FTS 476-6316 


825 NE Multnomah Street 

P.O. Box 2965 

Portland, OR 97208 

Dean Bibles, State Director 
Ed Ciliberti, Public Affairs 
(503) 231-6274/FTS 429-6274 


Phoenix Training Center 

5050 N. 19th Avenue 

Suite 300 

Phoenix, AZ 85015 

Larry Hamilton, State Director 
(602) 241-2651/FTS 261-2651 


324 South State. Street 


CFS Finan. Ctr. Bldg., Suite 301 
Salt Lake City, UT 84111-2303 
James M. Parker, State Director 
Jerry Meredith, Public Affairs 
(801) 539-4021/(801) 539-4021 


2515 Warren Avenue 

P.O. Box 1828 

Cheyenne, WY 82003 

Ray Brubaker, State Director 
Jay Guerin, Public Affairs 
(307) 772-2111/FTS 328-2111 
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